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‘A MAGAZINE OF IDEAS” 
The Journal Makes Its Bow 


J. M. 


* This inaugural issue of THE 
CASUALTY AND SURETY JOURNAL 
comes to your desk through the 
courtesy of the member companies 
of the Association of Casualty 
and Surety Executives, and with 
our best wishes. It is our sincere 
hope that you will find this and 
succeeding issues interesting, and 
helpful to you in your work. The 
Journat will carry no advertising, 
and neither editorially nor other- 
wise will be competitive with the 


HAINES 


established insurance magazines 
now covering the casualty and 
surety fields. 

The publication is the fruition 
of plans first set in motion several 
months ago. There has been a 
need for a means such as this 
affords to interpret the work being 
done for you and member com- 
panies by the Association of Cas- 
ualty and Surety Executives; to 
provide pertinent and helpful sales 
promotion and business informa- 
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tion to producers and, 
through them, to the public; and 
generally to further the continued 
growth of stock 
company cov- 
erage in the cas- 
ualty and surety 
fields. 

A Magazine 
Policy Commit- 
tee for some time 
has been hard 
at work laying 
the groundwork 
for this publi- 
cation. Surveys 
, plans 
laid, and an ed- 
itorial staff 
scembled. 


were made 


as- 


largely 





We s' all welcome, and value, 
your suggestions and comments. 
Let us know what you like, what 
you don’t, and, 
by all means, 
what you’d like 
to see in these 
columns. 

Maybe 
ourselves 


we 
won't 
with 
everything in 
the signed arti- 


agree 


cles that will 
appear in the 
JouRNAL, for 


the 
therein expressed 
may differ from 


opinions 





the ef- 
few J. M. 
who- 

might be, 


But 
forts of a 
men alone, 
they 


ever cannot by 


themselves insure the success of a 


enture such as this. In the final 
sense, it is your publication, not 
ours. It can serve you only as it 


helps you in your daily work. 


. ours. In_ such 

a ° 
cases we will 
HAINES hope that the 
articles with 


which we are not wholly in accord, 
will be real contributions to the 
subject of discussion, and we will 
publish them with that thought. 
We give you, then, the JouRNAL. 
May it interest you, and help you. 
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@ We Look to Insurance Also 


As an Educational Force 





Increasing Social Importance 


of Casualty and Surety Coverage 





Both Casualty Insurance and Suretyship Have a Distinct 


Relationship to the 


Se cial 


Welfare of the People 





HON. LOUIS H. PINK 


* Ir 1s hard to realize that the 
casualty and surety business is so 


Half a 


century ago there was practically 


recent a development. 
none. Today in premium volume 
it exceeds the fire business which 
has had such a long, steady and 
constant growth. Both the life and 
the fire business are pretty well 
stabilized and there is little op- 
portunity for growth other than 
that which is induced by growing 
population, business, and better 
economic conditions. On the other 
hand, while very large in volume, 
the casualty and surety business is 
still in its formative and 
there are many opportunities for 
expansion in old fields and for 


stage 


experimentation in new ones. 

All types of insurance have a 
direct relationship to social wel- 
fare. In these days when there is so 
much talk about rackets, much of 
it loose, it is well to accentuate so- 
cial service and the economic ne- 
cessity for insurance of all kinds. 





One of the more recent develop- 
ments which has 
siderable public interest is the pro- 


aroused con- 


vision for non-profit hospital and 


medical associations. New York 
was the first state to authorize 
hospital associations. That was 


only six years ago. Already at least 
twenty-three additional states and 
Canadian have 
passed similar enabling laws. 

At the last session of the legis- 
lature we provided for medical 


one province 


insurance. This is far more com- 
plicated and difficult than hospital 
care. It necessitates the close co- 
operation of the medical profession 
and brings into public view many 
of the disputes and varying phi- 
losophies which have aroused dis- 
sension among physicians. There 
is undoubtedly a strong tendency 
on the part of some social workers 
and a small part of the medical 
profession towards state medicine. 
A much larger group would be 
willing to go part way and try out 
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the efficiency of voluntary associa- 
tions designed to enrich medical 
care and bring it closer to people 
of moderate means. 

While some of those interested 
in the insurance companies have 
expressed some fear of this growing 
tendency towards non-profit in- 
surance, the fact seems to be that 
this competition has been helpful 
rather than the reverse. The hos- 
pital associations have enrolled 
something like three and a half 
million subscribers in the State of 
New York alone but the growth of 
associations has also in- 
the number of private 
companies hospital and 
health insurance in this state and 
has materially aided the commer- 
cial companies in their sales. This 
competition seems to be entirely 
wholesome. The private compa- 
nies offer a certain stability and a 
backlog of capital and surplus, as 
well as experience, which the non- 
profit associations cannot offer but 
the voluntary associations are par- 
ticularly equipped to compete in 
the matter of price and also in the 
matter of forward-looking experi- 
mentation. 

In developing private insurance 
along these lines every effort must 
be made to make it socially effec- 
tive as well as financially remuner- 
ative. If properly organized and 
directed from a social viewpoint, 
it is quite possible that the so- 


these 
creased 
selling 
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called commercial companies can 
be at least as helpful in promoting 
the social welfare as the voluntary 
and non-profit associations. Both 
types have their usefulness. Com- 
petition between them should be 
both helpful and friendly. 

The great difficulty with the 
voluntary associations is that they 
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have had no background of ex- 
perience and are apt to be too 
optimistic. On the other hand, the 
Department has taken the stand 
that all of these things are in ex- 
perimental stages and that the 
lines should not be too rigidly 
drawn. 

One of the most progressive and 
hopeful achievements in recent 
years has been the rapid growth of 




















group insurance. So far group in- 
surance has been of necessity con- 
fined almost entirely to employees 
in large establishments and labor 


union groups. It has proven itself 


to be the cheapest form of insur- 
ance and is of very great social 
significance. Where it is possible 
for group insurance to function 
there is little need for voluntary 
non-profit organizations. ‘The cost 
of administering group insurance 
is very low and our regular in- 
surance companies are excellently 
equipped to do it. 


COMPENSATION 


It would be impossible to speak 
of the social aspect of insurance 
both 


without mentioning com- 


pensation and automobile insur- 


ance. Probably the first type of 


casualty insurance was employers’ 
liability which finally developed 
into workmen’s compensation in- 
surance. We have had long years 
of experience and have developed 
and perfected it to a greater extent 
than most branches of the casualty 
field. It is in fact 
theory social insurance. 


as well as in 


A few states have compulsory 
state funds on the theory that it is 
a governmental function but, in 
the main, compensation insurance 
is written by the private com- 
panies. We can be proud of the 
record. It is so much of a necessity 
at the present time and so com- 
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5 
monly accepted that it is difficult 
to realize that in its experimental 
stages it was considered uncon- 
stitutional ! 

Compensation has been one of 
the major movements for the pro- 
tection of the workingman and the 
elevation of the standard of living 
of those who toil. It has not only 
shifted a considerable part of the 
burden of accident from the indi- 
vidual workman to society where 
it bclongs but it has accomplished 
an equally important work in 
striving for safety in all fields of 
employment. 

Compensation insurance penal- 
izes the careless and shiftless em- 
ployer and who 
adopt safety devices and those 
who provide clean, scientific and 
wholesome places of work and 
adequate first aid and medical at- 
tention. If any fair review is made 
of the strides of compensation in- 
surance in this country it musi 
lead to a realization that social 
effort and the welfare of mankind 
is as much the business of indus- 
try as of government itself. 


rewards those 


AUTOMOBILE INSURANCE 

Even a quarter of a century ago 
there was little automobile insur- 
ance and today it is the biggest in- 
come producer in the business. It 
even tops workmen’s compensa- 
tion which is second. Automobile 
insurance was originally designed 
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for the protection of the man who 
owned or drove a car but today it 
is regarded as a great social force. 
Those who are injured and the 
are 
in- 


beneficiaries of those who 
killed look 
demnify them as much as is pos- 
sible for their loss. Where the de- 


fendant is not insured, prospects of 


to insurance to 


substantial recovery are usually 
pretty slim. When there is an acci- 
dent the first question asked is, 
**Are you insured?” 

The 
important factor in every phase of 
life. It is 
pleasure and a luxury but a neces- 


sity for the rich and for the poor. 


automobile has become an 


modern no longer a 


No matter how high the standard 
set for drivers and no matter how 


thorough highway and_ police 
regulation, unfortunately there 
must always be casualties. The 


first thing to do is to prevent them 
and the second to compensate for 
those which must of necessity take 
More and 


looking to insurance not only to 


ace more we are 


compensate but as an educational 
force for prevention of accidents. 
While we are a long way from 


dispensing with the theory of 
negligence as the basis for com- 
pensation we have, I believe, 


reached the point where the public 


Check and Double Check. — It 
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demands that compensation for 
negligence must be forthcoming in 
fact as well as in law. Everyone 
who is injured now takes a gamble 
If the car which causes the injury 
is insured, he is like ly to recovel 
and if it is not insured, the chanc 
are he will get nothing or only i 
nominal adjustment. 

The privilege of driving a cai 
should carry with it responsibility 
for injury. This is almost obvious 
For that reason, it seems to us that 
the tendency must be in the direc- 
of the insuring of a much 
greater proportion of 
the road. Today it is estimated 
that only about a third are insured. 

It is not difficult to understand 


tion 
the cars on 


the opposition of the insurance in- 
dustry to a compulsory insurance 
in Massa- 
chusetts for upwards of ten years. 
Rating has not been free from po- 
litical influence and the freedom of 
the company to pick its insureds 
has presented a serious difficulty 


law as it has existed 


If there is to be some form of com- 
pulsory automobile insurance, and 
it seems that 
there must be, it would seem that 
rating must be fair and on a scien- 
tific basis and that the companies 
must have little restriction upon 


to me eventually 


good underwriting practices. 


has been estimated that about 


5,000,000,000 checks are issued annually in payment of American 


business transactions. 


























@ Part One of a Series 





Demonstrating the Value 
of Stock Company Insurance 
Part One: THE TREND 





Preponderant Favorable Opinion Is 
Toward This Type of Coverage 





RAY MURPHY 


* As DISTINGUISHED from the coop- 
erative insurance carriers, the 
capital stock insurance companies 
are organized, without substantial 
difference, as any corporate busi- 
ness enterprise for profit, or the 
hope of profit, is organized. 

Capital stock fire companies on 
the basis of premium volume and 
figures as of December 31, 1938, 
wrote 84.2% of the fire insurance 
in America. The entire fire com- 
pany premium income for 1938 
$904.000.000 of the 
capital stock fire companies re- 
ceived $761,000,000. 

Capital stock casualty and surety 
companies on the basis of premium 
volume and figures as of December 
31, 1938, wrote approximately 
74% of the casualty and surety 


was which 


business written in 
this percentage the sixty-two mem- 
ber companies of the Association 
of Casualty and Surety Executives 
wrote nearly 79%, their premium 





America. Of 


volume in dollars for 1938 was 
$594,.000.000. 

I do not mean to mention the 
Association of Casualty and Surety 
Executives, with which I am asso- 
ciated, to the exclusion of other ex- 
cellent organizations maintained 
by capital stock fire, casualty and 
surety companies, of which organ- 
izations there are many, doing a 
great variety of invaluable service 
for the insurance industry and the 
public. But I feel it 
to mention these two organiza- 
tions, our Association and the 
National Board of Fire Under- 
writers, not only because of the 


proper 


important percentage of business 
written by their member compan- 
but because of 
services rendered by them. 
Business men are interested in 
costs in all lines of their business, 
including insurance costs. In this 
connection, by means of capital 
stock insurance, they know from 


ies, especially 








day to day and throughout the 
term of their insurance contract, 
just what it is costing them. That 
is determined in advance of the 
effective date of their policy. It is 
fixed once and for all as a matter 
of contract. It is subject to no in- 
crease by way of assessment. Even 
as to those risks as to which retro- 
spective rating is applied, the maxi- 
mum and minimum costs are al- 
ways known, and stated in the 
policy. 

As to such contract there is no 
necessity for consulting by-laws of 
the company or the statutes of the 
state which give and define the 
company powers; the capital stock 
company contract is complete, 
non-assessable, the cost is known 
and definitely fixed. There need 
be no haunting fear of assessment 
in a known or unknown amount; 
there need be no apprehension 
that in the event of loss under the 
provisions of the policy, and the 
necessity of assessment of policy- 
holders to meet losses, an insured 
with unpaid losses will be holding 
the bag while the dubious remedy 
of collection of assessments is fol- 
lowed to the bitter and usually 
disappointing end. 

Some non-stock insurance carri- 
ers have been wont to point to the 
power of assessment against policy- 
holders as an element of strength, 
‘Sas an evidence of financial stabil- 
ity in some respects superior 
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to that of any other type of car- 
rier.”’ Some, without so identifying 
it, have carried this contingent lia- 
bility of policyholders as an item 
of surplus in their advertising. In 
the course of a talk before a group 
of such companies recently, a well- 
known and experienced state su- 
pervisor of insurance said: 


“Because we have had to liquidate 
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so many companies, almost entirely in 
the casualty field, during the depres- 
sion years, it has been borne in upon 
me by experience that the assessment 
feature is not in fact the protection 
which it is claimed to be. When assess- 
ments are levied it is most difficult to 
collect them. The policyholders do 
not consider that they owe them and 
take it as an imposition. Those in 


























DEMONSTRATING THE VALUE 
authority give us little or no help in 
collecting assessments, but every pos- 
sible assistance in law and practice is 
given to those who seek to evade pay- 
assessments . .. Our ex- 
that, 


erally speaking, the best protection for 


ing these 
perience leads us to believe gen- 
policyholders is ample funds in the cof- 
fers of the company rather than a paper 
promise to make up deficiencies.” 


PAYMENT ASSURED 


Both the 
capital stock companies offer as- 
surance of payment of losses under 
the policy. In the coffers of capital 
stock insurance as an institution, 
will be found those ample funds to 
which the superintendent refers. 

In the Casualty Surety 
Volume of The Spectator Year 
Book — 1939, figures as of Decem- 
ber 31, 1938, of the capital stock 


and 


and non-stock companies listed, 
the capital stock companies had 
assets of $1,494,000,000. The prin- 
cipal group of non-stock carriers 
had $330,000,000; the 
stock companies had a_ paid-up 
capital of $152,000,000 the 
other type of carrier had, of course, 
no capital. The capital stock com- 
surplus was $482,000,000, 


surplus 


assets of 


pany 
the non-stock company 
79,000,000. The capital 
premium income for 1938 
$896,000,000 (including accident 
and health); the non-stock 
$220,000,000. 


stock 


was 


pre- 
mium income The 
total income of capital stock com- 


capital and surplus of 
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panies was $960,000,000; of the 
non-stock companies, $233,000,- 
000. The capital stock companies 
paid losses of $430,000,000; the 
non-stock carriers paid losses of 
$111,000,000. Total disbursements 
of the stock companies were $855,- 
000,000; of the non-stock $199,- 
000,000. 

It would be inconclusive to 


generalize from the figures just 





Casualty and Surety 
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quoted, for they are aggregate 
figures. Some capital stock com- 
than others. 


recipro- 


panies are stronger 
Some 
cals and interinsurers, are stronger 


than But as a matter of 


non-stock carriers, 


others. 


aggregates only, and in the aggre- 
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gate only, the figures quoted are 
favorable to capital stock insurance 
as an institution. 

You will note therefrom that 
there is a backlog of capital invest- 
ment of $152,000,000 by the stock- 
holders of the capital stock com- 
panies, an item wholly lacking in 
the non-stock company set-up. 
And you will note that in compari- 
son with premium receipts the sur- 
plus of the capital stock companies 
is 54%; in comparison with pre- 
mium receipts the surplus of the 
non-stock group is 36%. 

Again let me say that figures in 
the aggregate are not a test of the 
financial stability of any individual 
carrier. Purely as an insurance 
carrier, any type of real insurance 
carrier may be strong or weak, 
though I suggest that on the aver- 
age the capital stock companies 
are the stronger and that if the 
tests applicable to all sound busi- 
insurance, 
the 


ness are applied to 
capital stock insurance in 
ereater number of cases, and on 
the average, will better meet those 
tests. 

It is our belief that the aggregate 
ficures given are valuable as an 
indication of the 
f-vorable opinion of the people 


preponderant 


} 1 
and the 


business of this country 
towerd capital stock 
We believe that the trend will be 
increasingly favorable toward cap- 
ital stock insurance over the longer 


insurance. 


period in the future, at least during 
a prolonged period of what might 
be termed normal and prosperous 
years, years which we all yet con- 
fidently expect to come to these 
United States. 

A recent survey by an impartial 
fact-finding organization, made in 
seventy-two cities in fifteen states 
covering 667 business establish- 
ments in twelve major classifica- 
tions reveals that “‘with the return 
of prosperity” —as the survey 
phrases it— “the trend _ is 
toward stock’’ company insurance. 

This survey, which as to the 
areas covered can be taken as ac- 
fairly 
general condition, which 


curate, reflects 
well a 
should become well settled if we 
have at long last turned the corner 


probably 


on the way to an extended period 
of stable business conditions. 

As an 
capital stock company manage- 
ment to be sound, and in general, 


institution, we believe 


more experienced. We believe that 
as an institution it pays promptly 
and fairly the legitimate claims 
arising under its policies. We be- 
lieve that among its agents, its as- 
sociates and the public generally it 
has a good and deserved reputa- 
tion for decency, reliability, and 
constructive conservatism. We be- 
lieve that in the distribution and 
selectivity of its risks, and in the 
adequacy of its rates, as an institu- 
tion it is sound. 

















@ How Familiar Are You 
With Fidelity? 


Untouched Possibilities for Fidelity Coverage 





A Discussion of a Type of Insurance Not Nou 





Widely Carried, but One Capable 
of Great Development 
W. H. BENNEM 


* Few appreciate that the number 
of fidelity claims to 
surety companies each year is not 
less than 25,000, more than 80 per 
working day; or that the 
aggregate fidelity losses paid by 
surety companies during the last 
7 years is $15,500,000 per year or 


presented 


average 


$50,000 every working day. Fewer 


still have any idea that the total 
number of dishonesty losses an- 
nually in the United States is 


variously estimated at from $200,- 
000,000 to $405,000,000. Even the 
shows that defalca- 
American 


smaller figure 
tions are costing 
ness approximately $645,000 per 


busi- 


working day. 

It is interesting to note from the 
recent Presidential Proclamation 
designating the week of October 
8, 1939, as Fire Prevention Week 
that the 1938 fire losses aggregated 
$265,000,000 — consid- 


a figure 


erably less than some estimates of 


ageregate losses due to dis- 
Another fact few 


uninsured fire 


the 
honesty. 
is that while 


realize 


losses 


in recent years are estimated to 
averaged 10% of the total 
losses, the uninsured dishonesty 
losses are estimated to have aver- 
aged 90% of the 

These figures confirm the state- 
ment so often made that fidelity 
suretyship is a type of insurance 
carried and one 
which great field for 
the development of new and addi- 


have 


of total losses! 


not now widely 


presents a 





UNINSURED wy 


i 


is evident 


The future il 
| 


FIRE 
10% 





90% 
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tional business. Financial institu- 
tions and large commercial con- 
cerns appreciate the need for ade- 
quate coverage and for a system 
of operation, accounting and audit 
designed to remove as far as pos- 
sible the temptation for wrong- 
doing from the paths of employees. 
But the great majority of smaller 
business concerns still are operat- 
ing without the benefit of fidelity 
protection, while many others are 
carrying coverage in amounts in- 
sufficient for their needs. 
You, the agent: 


(1) Need to be convinced in your 
own mind that employers have a real 
need for fidelity protection 

(2) Must understand what the 
employer receives under a fidelity 
contract in return for his premium 

(3) Need to be equipped with a 
variety of bond forms to meet the 
particular needs of various types and 
sizes of business 

(4) Must have a knowledge of the 
operation of such bonds and the will 
to see that your clients have the 
benefits of such protection 


The figures previously mentioned 
illustrate beyond question, it seems 
to me, that fidelity losses do occur 
in amounts and with a frequency 
sufficient to prompt all employers, 
as a matter of good business, to 
carry as much fidelity protection 
as possible. A defalcation, wholly 
or partially uninsured, will cause 
the employer not only loss of 





profits but possibly grave impair- 
ment of financial conditions. This 
is an insurable rather than an 
‘‘inevitable” business hazard and 
should be covered by appropriate 
insurance. We hope that through 
proper education business will 
consider the need for dishonesty 
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insurance as at least as great as 
the need for fire insurance. Credit 
associations and organizations which 
are in the business of extending 
credit and Certified Public Ac- 
countant societies are assisting in 
this educational campaign by 
pointing out to all business organ- 
izations the need for dishcnesty 
insurance. 

The element of service plays an 
important part in the fidelity field 











UNTOUCHED POSSIBILITIES FOR FIDELITY COVERAGE 


and the purchaser of a fidelity 
contract receives for his premium 
dollar much more than ordinary 
insurance indemnity. Among the 
advantages that accrue to the em- 
ployer are: 


Protection. Indemnity furnished 
in accordance with the terms of the 
bond up to the amount of liability 
specified 

INVESTIGATION OF EMPLOYEES. An 
important service in passing on the 
eligibility of employees, assisting in 
weeding out undesirables and those 
who have defrauded in some former 
employment. Surety companies, through 
years of experience and extensive in- 
vestigation staffs, are well equipped 
to render this service 

Loss PREVENTION. In the handling 
of many fidelity claims surety com- 
panies have become familiar with the 
common sources of loss and with 
certain safeguards which tend toward 
the prevention of such losses. Ac- 
cordingly, as respects a_ particular 
client’s business methods, most surety 
companies are prepared to render a 
service embracing valuable sugges- 
tions along loss prevention lines. These 
suggestions may concern audit or 
accounting practices, countersignature 
of checks, safeguarding of securities 
or a variation in the recording or 
handling of specific transactions. The 
ideal arrangement is that the work 
of each officer or employee be checked 
by some other officer or employee. 
A further method of loss prevention 
follows the discovery of loss by the 
employer. The surety company, in 
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Employee Gets 5 Years 
For Stealing $10,318 


Woman Cashier Arrested 
As $50,000 Embezzler 
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cooperation with the employer, ana- 
lyzes the circumstances surrounding 





the loss and endeavors to offer sugges- 
tions for such change as may be 
necessary to prevent a recurrence of 
that particular type of shortage 
Cram Service. Responsible surety 
companies maintain staffs of inspec- 
tors located throughout the country. 
These inspectors are trained to handle 
claims promptly and to assist the 
employer in every way in connection 
with any shortage which may be 
discovered. Fidelity suretyship _re- 
lieves the employer of the embarrass- 
ment and the unpleasant duty of 
dealing personally with defaulters, 
and places such responsibility in the 
hands of an inspector experienced 
in such matters. Likewise, it often 
results in substantial salvage collec- 
tions, the source of which might have 
been overlooked by the employer 
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had he been without  suretyship. 
The salvage feature is important to 
the employer where the loss exceeds 
the bond penalty because most modern 
fidelity bonds provide that in such 
circumstances all salvage collections, 
less actual expenses, shall first be 
applied to reimburse the employer 
in full. 

Surety companies have devised 
a variety of bond forms for the use 
of agents in developing business. 
Such coverage must and will im- 
prove still further with time and 
changing conditions, and we urge 
that agents throughout the coun- 
try keep us acquainted with local 
conditions and give us the benefit 
of their suggestions for the further 
improvement of outstanding con- 
tracts and the development of new 
forms of coverage. 


Epitror’s Note: In our next issue, Mr. Bennem brings to 
our readers a discussion of more specific types of coverage, 
such as Bankers or Brokers Blanket, Individual Name 
Schedule, Position Schedule, Discovery Schedule, Pri- 
mary Commercial Blanket, Excess Commercial Blanket, 


and Blanket Position Bonds 
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We are really getting at the roots of the matter in Teaching Teachers 
To Teach Safety, says Edward L. Yordan, Publications Editor of 


the National Conservation Bureau 














q@ A Long-Range Nation-Wide 
War Against Fraud 





The Claims Bureau 





A “Watchdog Standing Guard” That Aims to 


Heighten Efficiency 


and Decrease Costs 


Jor the Insurance-Buying Public 
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* SHORTLY before Christmas, 1939, 
a Federal Grand Jury, sitting in a 
southwestern state, indicted 17 
men and women for using the mails 
in a conspiracy to defraud insur- 
ance companies. The defendants, 
including claimants, lawyers and 
doctors, had organized the staging 
of accidents and developed the 
faking of claims into a science. 

About a month later they were 
arraigned in court. Fourteen pleaded 
guilty forthwith, and a fifteenth 
followed suit after hearing some of 
the evidence. The sixteenth, a 
doctor, was convicted by the jury 
after the prosecution had con- 
sented to dismissal of the charges 
against the last, who was a minor 
figure. 

In many other places are found 
lawyers who make it a practice to 
solicit negligence cases, founded on 
bona fide accidents, and who by 
various means inflate the gravity 
of injuries beyond all recognition. 
This evil is perhaps greater and 
more costly than the out-and-out 
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faking of claims. Yet every so often 
one of these individuals is convicted 
of ambulance chasing or suspended 
from his profession; or his perjured 
witnesses, lay or medical, are 
brought to book. 

Do these things ‘‘just happen’’? 
No: The Claims Bureau of the 
Association of Casualty and Surety 
Executives is battling the menace 
every day in the year. It finds the 
bad spots in the claim field, gathers 
the evidence and presents it to the 
proper authorities for action. It is 
the watchdog standing guard. 

The Claims Bureau does not 
exist in a void. Neither its purposes 
nor its work can be understood 
without reference to its relation- 
ship to that economic complex 
known as casualty insurance and 
suretyship business. It is not merely 
an agency for the investigation and 
combatting of claim frauds and 
the gathering and dissemination of 
claim information. Rather, it is an 
organization designed to help the 
industry, in every possible way 











without limitation, to find the 
solution of its claim problems and 
improve claim practices. The ulti- 
mate objective, through searching 
out and damming up the holes 
through which parts of the pre- 
mium dollar leak out and go to 
waste, is to heighten the efficiency 
of the casualty insurance mecha- 
nism and decrease the cost of its 
use to the insurance buying public. 
Therefore, we are also interested 
in the broad policies of the com- 
panies which bear on the handling 
of just claims and expedite their 
payment. 

I find a special fascination in 
the claim end of casualty insur- 
ance. First, I find a perfect illus- 
tration of the fact that, essentially, 
there is very little new under the 
sun. Any public prosecutor mak- 
ing the same transition would find 
himself confronted with the old 
basic facts of human nature, though 
they are presented in a different 
guise. The picture is the same; 
the frame alone is different. The 
same opposed human forces are 
at work; wisdom and _ blindness, 
alertness and inertia, honesty and 
dishonesty, unselfishness and greed, 
frankness and cunning, social 
ideals and criminality. 

Let it not be supposed that all 
the good qualities are on one side 
of the fence and all the bad ones 
on the other. The overwhelming 


majority of claimants are, of 
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course, honest and upright citi- 
zens, while some few are fraudulent. 
Most of the attorneys, whether on 
the plaintiff's or defendant’s side, 
are honorable; but a few discredit 
an honorable profession. Most of 
the physicians are decent and 
sincere; a few in their greed, stop 
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at nothing. Most of the adjusters, 
of both stock and other carriers, 
are capable and loyal, but others 
are of inadequate quality and a 
few are perhaps disloyal. Most 
of the companies’ policies, of 
both stock and other carriers, 
which bear on claims are unex- 
ceptionable; but some occasionally 
will receive examination in the 
light of our present-day economic 
and social conditions. 
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Let it be added, in all humility, 
that while the Claims Bureau 
itself, as of today, is for the most 
part an effective instrument which 
tends to achieve its purpose, in 
certain respects it can doubtless be 
greatly improved. I hope none 
will differ with the proposition 
that when the faculty of self- 
criticism atrophies we can be sure 
decay is setting in. This is true of 
the institution of insurance, in- 
cluding its claims department, as 
much as of any other human in- 
stitution. 

i ae 

The origin of today’s Claims 
Bureau traces back to the last few 
months of 1927. On November 10 
of that year, at the office of the 
National Bureau of Casualty and 
Surety Underwriters, representa- 
tives of 34 of the outstanding stock 
casualty and surety companies 
met for the purpose of organizing 


———_ — 
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This was not merely high-sounding 
idealistic altruism. Such a claims 
philosophy is not only right, but 
sound and wise as well. 

For ten years the Claim De- 
partment carried on its work, 
securing close to 500 indictments 
and convictions of claim fakers, 
and bringing about the disbarment 
of over 60 unethical attorneys. The 
following quotation from a recent 
article in the “Forum” well de- 
scribes the methods developed by 
the Claim Department and in- 
herited by the present Bureau. 


The Bureau . . . has outlined two 
major jobs for itself: (1) to checkmate 
the lone wolves and other claim 
‘repeaters’; (2) to smoke out the 
ambulance chasers and fake claim 
syndicates 

The first of these is being accom- 
plished through the operation of a 
claim-reporting system which col- 
lects reports with military regular- 





No Culprit Knows When and Where the Lightning Will Strike Next 





~~ 


a Claim Department of the Na- 
tional Bureau. The objects of this 
department, as drafted by its or- 
ganizers, stressed first of all the 
insuring of “such administration 
of casualty claims as will result in 
prompt and just settlement of merito- 
rious claims.”’ The resisting of fraud- 
ulent claims was placed second. 








ity. . . . The System has thus saved 
its members a respectable pile of 
money, besides scaring the daylights 
out of many a would-be faker 
Smoking out the ambulance chasers 
and the syndicates calls for sterner 
stuff. One method has been the en- 
couragement and support of broad- 
gauge investigations in localities where 
conditions are most acute. Usually, 











these investigations are financed by 
local interests, with the Claims Bureau 
supplying its investigator specialists, 
who help provide local authorities 
with watertight cases for prosecution. 
The local-investigation technique has 
proved successful in several places 
The old 


National Bureau’s 


Claim Department had but one 





permanent office outside New 
York. The ‘‘local-investigation 
technique” was its typical proce- 
dure. Toward the end of 1937 the 
Association of Casualty and Surety 
Executives felt the need for both 
intensification and widening of 
the drive against fraud. The neces- 
sity of using as investigators men 
with special skill and experience 
in the criminal field had become 
apparent. Accordingly, on Janu- 
ary 1, 1938, the Claims Bureau of 
the Association took over the func- 
tions formerly performed by the 
National Bureau’s Claim Depart- 
ment. At its head was the late 
Frank M. Parrish, fresh from a 
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distinguished career in the Fed- 
eral Department of Justice. 

As the Bureau gathered mo- 
mentum, the evolutionary process 
leading to a truly effective nation- 
wide campaign was continued. 
Financial support and investiga- 
tive manpower were still lent to 
independent local agencies fight- 
ing local claim evils; but gradually 
the emphasis was shifted from this 
technique to an expansion of the 
Bureau’s permanent activ- 
ities. Branch offices began to be 
established — and to get results; 
the army was digging itself in for 
the long range war against fraud. 

Following the untimely passing 
of Mr. Parrish, the mobilization re- 
commenced and it is still going on. 
The Claims Bureau main- 
tains six permanent field offices. 

The size of the army of effec- 
tives is slowly but steadily increas- 
ing as additional trained investiga- 
tors are employed to man new 
field offices strategically located. 
Claims Bureau offices dot the na- 
tion in such fashion as to bring the 
striking power of investigation by 
specialists within range of every 
culprit, wherever he may be. 
Constant study reveals the bad 
claim spots, producing a wealth of 
material for investigative atten- 
tion. The result is that no phony 
claimant or ambulance chaser can 
today be certain when and where 
the lightning will strike next. 


own 


now 























@ Getting the Money and 
Holding Goodwill 


Collection-eering to Hold the Customer 





We Are Not In the Banking Business and Cannot Survive 
Unless We Collect Our Outstanding Premiums 
—from Acquaintances and Friends Alike 





MERVIN 


x INSURANCE men, “large and 
small,” have a problem in that our 
bookkeeping systems, collection 
forms, and telephone attempts to 
collect overdue items must be in 
keeping with our sales efforts, if 
we want to keep the customer on 
our books. 

But, “If they don’t pay, what 
good are they as customers?” 

Well, the answer to that, of 
course, is that in certain lines, dur- 
ing “‘off business’? and slack sea- 
sons, payments are frequently slow. 
My own experience with these 
customers, who have seasonal de- 
pressions, is that they pay me 
“when they have it.” 

Regardless of the classification 
in which we place the slow-paying 
client, if we are indifferent to a 
continuance of his patronage, we 
may always resort to having the 
company cancel for non-payment 
of premium. Not that such com- 
pany-action inevitably results in 
the loss of the customer. Fre- 
quently, it is the most powerful 


L. LANE 


collection agency we have, with a 
certain type of individual. 

However, in the majority of 
cases, we want the premium to be 
paid, and we don’t want the cus- 
tomer to even think, much less say, 
that our firm can “go to blazes — 
and here’s your check, and you 
won’t be troubled by me in the 
future.” 

If we can obtain a result which 
will not disturb the equilibrium 
of our relationship, then we have 
done a real sales job. 

In my own case, I resort to vari- 
ous types of collection letters, each 
designed to suit specific cases. 
And, because I have been told by 
clients, that these collection efforts 
have been “‘different,” I am going 
to list a few which have been 
particularly successful in my office. 

We all have a few folks on our 
list who never wish anyone to ad- 
vance money for them, whether it 
be for football tickets, insurance 
premiums, or anything else. These 
are the “pay as you go”’ boys, bless 
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their souls, but at times even they 
are forced to either delay payments 
or ask for a little more time. 

With these fellows, Letter A has 
always pulled a check by return 
mail, sometimes with a note of 
thanks and a reiteration of the de- 
sire not to have such a thing done 
by us in the future. There is a psy- 
chology to this letter which will 
work only with this class of person. 

Letter B is for our real friends, 
frequently the ones who take ad- 
vantage of a business relationship. 
Just because they feel so close to 
us, they are certain we will never 
mind their doing so. 

And we don’t, of course. But, 
still, the fact remains that we are 
not in the banking business and we 
cannot survive unless we collect 
our outstanding premiums. So to 
these chaps I send a letter on a 
specially-prepared letterhead. 

It is, as you will see from the 
accompanying illustration, of hu- 
morous design. It is not used for 
any other purpose or at any other 
times, so that the recipients are 
never “‘accustomed”’ to it. 

And finally, we come to the 
Letter C, designed for the valued 
customer, where we are nearing 
the date when a cancellation 
notice will have to go forward 
from the company. 

This letter is a dignified ap- 
proach to a difficult job. 

In my opinion, it is important 


to note that in each of the above 
letters there is a definite reference 
to the original sale, or the neces- 
sity of holding on to the insurance. 

In Letter A, “‘I know how im- 
portant this insurance is to you, 
and I will go to any extreme to 
help you maintain it, as you your- 
self will, I am sure.” Letter B, 
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**This is for your Accident policy, 
which is so important to your in- 
surance set-up.” And Letter C, 
“IT know you would not think of 
driving your car without insurance.” 
I know others might improve 
on these letters, but in my own 
case, they frequently have brought 
in delinquent items, where the 
time-worn statement has failed. 
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Collection 
Letters 
That Work, 


for 
Mervin L. Lane 











Dear John: 


You have two premiums which 
are long past due, and on each I 
have obtained an extension of 
time for you. ““The day of reckon- 
ing’’ has now arrived, and I am 
therefore sending our check to 
the insurance company for these 
items, anticipating that you will 
remit shortly. 

The premiums are as follows: 
(Here the items are listed.) The 
only reason for my handling this 
in this way is that I know how 
important this insurance is to 
you, and I will go to any extreme 
to help you maintain it, as you 
yourself will, I am sure. 

Looking forward to word from 
you, I remain, 

Yours very sincerely, 
(Signature) 








LETTER B 


LETTER A 


LETTER C 








From the desk of 
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Dear John: 

Please be a good boy and puta 
check for $99.00 in the enclosed 
“no-postage”” return envelope. 
This is for your Accident policy, 
which is so important to your in- 
surance set-up. 

The item has whiskers, but I 
am sure your hand is steady 
enough to do a good shaving job, 
without danger of cutting yourself. 

Do it today. Thanks—and best 
regards. 

Yours sincerely, 
(Signature) 











Dear Mr. Fone SS 

I have an idea you may have 
overlooked the two bills which 
have been outstanding since . 
covering the insurance on your 
car. 

The amount involved is $142.12, 
and as I know you would not 
think of driving your car wethout 
insurance, I hope you will find 
it convenient to send us a check 
for this amount. 

If there is any reason for your 
not having paid these bills, won’t 
you write and tell me frankly? 
You know, I am sure, that you 
may always count on my per- 
sonal interest and full co-opera- 
tion. 

With regards to you, I remain, 

Yours sincerely, 
(Signature) 
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Every American Benefits Daily from the Activities of the 
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* IT DOES ITS WORK unobtrusively 
and quietly. Thus to many thou- 
sands who have benefited from its 
labor the name of the National 
Conservation Bureau of the Asso- 
ciation of Casualty and Surety 
Executives is not so well known as 
perhaps it should be. 


AccIDENT CONTROL IN INDUSTRY 

One of the first objectives of its 
Industrial Safety Division is the 
development of new and revision 
of old codes. Since 1922, when the 
Bureau’s parent organization be- 
came associated with the Ameri- 
can Standards Association’s pred- 
ecessor, stock casualty insurance 
companies have actively partici- 
pated in the movement to develop 
and promote national industrial 
safety standards. The Bureau is a 
member body of the American 
Standards Association and at the 
present time is represented on its 
Board of Directors and on ap- 


HARVEY 


proximately fifty safety code com- 
mittees. Under the direct sponsor- 
ship of the Bureau, various safety 
codes have been approved 
American standards. Elimination 
of elevator and boiler accidents 
and of hazards in mines and in the 
construction industry, and the de- 
velopment of standards for venti- 
lation and sanitation, are also part 
of the Bureau’s activities. 

The  Bureau’s _ publication, 
‘Handbook of Industrial Safety 
Standards,” the work of safety en- 
gineers recognized as experts in 
their fields, is widely used and of 
great value in reducing accident 
costs and in improving efficiency 
of production in industry. 

During the past year the Divi- 
sion developed four pocket-size 
safety rule books filled with prac- 
tical suggestions to employees for 
avoiding accidents in restaurants, 
apartment houses, mercantile es- 
tablishments and filling stations. 


as 
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Additional safety booklets are 
planned for this year, to be fur- 
nished as heretofore at cost, ex- 
clusively to member companies. 


ACCIDENT CONTROL IN TRAFFIC 


Through community safety pro- 
grams, police training, research 
and traffic engineering projects, 
we seek to remove hazards from 
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the path of motorists and pedes- 
trians and to bring about im- 
proved motor vehicle transporta- 
tion. 

One of the Bureau’s endeavors 
in the field of traffic that has taken 
its place among effective tech- 
niques for improving traffic con- 
ditions in communities is the estab- 
lishment of a selected city each 


year as a “traffic laboratory” 
where surveys can be made and 
specific programs instituted. Work- 
ing directly with local engineer- 
ing, enforcement, and educational 
authorities, as well as with insur- 
ance agents’ associations, safety 
councils, and other civic groups, 
the Bureau after careful check up 
suggests steps designed to correct 
local traffic conditions. The meth- 
ods developed in these demonstra- 
tion centers are made available to 
other communities with similar 
problems. 

How valuable this community 
service can be has been demon- 
strated in Worcester, Massachu- 
setts, which in a single year after 
instituting a carefully prepared 
traffic safety program reduced 
traffic fatalities by nearly 50% and 
injuries by 70%. 

In addition to the work in labo- 
ratory cities, the Bureau assists in 
organizing safety programs in 
other communities by co-operating 
with and offering practical sug- 
gestions to local police and traffic 
engineering departments and to 
public schools. The ‘‘Traffic Sur- 
vey Manual,” published by the 
Bureau and designed especially 
for cities under 100,000 popula- 
tion, describes how accidents and 
traffic facts and information on 
enforcement and education may 
be collected, reported, analyzed 
and utilized. 








More than 100,000 copies of 


“Creating Safer Communities,” 
issued by the Bureau as a guide to 
communities in dealing with lo- 
cal traffic problems on a scien- 
tific basis, have been distributed 
throughout the country, and thir- 
ty-three states have issued special 
state editions. Rounding out the 
publications designed to assist 
communities in reducing. traffic 
mishaps and facilitating vehicular 


movement, each month the Bu- 


reau issues for about 800 highway 
and traffic engineers, and public 
officials, specific new examples of 
the series ‘‘Getting Results through 
Traffic Engineering.” 
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The Bureau’s safety research 
activities, including the develop- 
ment of standard codes, have 
expanded rapidly in the last year 
or two, and there is evidence that 


this work will yield excellent 
results. 
Far-reaching effects are ex- 


pected from the application of the 
Motor Vehicle Inspection Code 
developed jointly by the Bureau 
and the American Association of 
Motor Vehicle Administrators. 
This code, completed in all sec- 
except that dealing with 
brakes, is bound to raise the 
standards of motor vehicle in- 
spection. It is worth noting that 


tions 




















states and cities which maintain 
efficient systems of motor vehicle 
inspection show consistent reduc- 
tion in highway casualties. 

As an aid in putting the inspec- 
tion code into effect, the Bureau is 
now developing with the A.A.M. 
V.A., a Motor Vehicle Inspection 
Manual. This manual, now near- 
ing completion, will offer detailed 
suggestions for the establishment 
and efficient operation of motor 
vehicle inspection stations. 

The work commenced last year 
in perfecting the code for safety 
glass in automobiles will be con- 
tinued during 1940, in conjunc- 
tion with the United States Bureau 
of Standards and other organiza- 
tions. Indicative of our interest in 
this field is the fact that the Bureau 
is represented on the Highway 
Traffic Standards Committee set 
Standards 


up by the American 


Association as a _ co-ordinating 
group for 
highway safety codes. 


Mindful of the importance of 


proper enforcement and engineer- 


ing methods, several members of 


the Bureau take part in training 
traffic officers and traffic engineers 
by giving courses or lectures at the 
Yale University Bureau for Street 
Traffic Research, at Northwestern 
University, University, 
Pennsylvania State College, Uni- 
versity of California and 


Rutgers 


other 


similar institutions of learning. 





the development of 
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The Bureau’s manual, “Traffic 
Engineering and the Police,’’ has 
received an enthusiastic welcome 
by police and safety authorities 
everywhere. Published in co-opera- 
tion with the safety division of the 
International Association of Chiefs 
of Police, with which the Bureau 
maintains relations, this 
booklet explains approved traffic 
engineering techniques to be ap- 
plied by police officials responsible 
for vehicular control. 


close 


ACCIDENT CONTROL IN SCHOOLS 


The National Conservation Bu- 
reau was a pioneer in developing 
state courses of safety instruction 
and in sponsoring the establish- 
ment of driver education programs 
in the high schools. Its safety edu- 
cational program will be enlarged 
and intensified greatly during 
1940. 

In view of its pioneering work in 
safety education, it was fitting that 
the Bureau should sponsor the na- 
tional Center for Safety Education 
established in the summer of 1938 
at New York University. This in- 
stitution, the first in the United 
States devoted to the training of 
teachers in safety, was made possi- 
ble by a special grant from the 
various stock companies which 
maintain the Bureau. 

Another significant aspect of the 
Bureau’s work in safety education 
concerns the preparation of young- 











sters now in school who will be- 
come the drivers of tomorrow. The 
Bureau is pushing this phase, with 
the utmost vigor, convinced that 
safety habits and attitudes learned 
in the schools now, will have an 
incalculable value in saving the 
future generation of drivers and 
pedestrians from accidents. 

To this end the Bureau has de- 
veloped a standard plan outlining 
each step from the initial ap- 
proach to state authorities, 
through preliminary conferences 
with individual superintendents of 
the setting up of the 
courses, and the holding of teach- 
ers conferences, to the develop- 


schools, 
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records for 


ment of necessary 
evaluating the work. 

Meantime, the Bureau’s publi- 
cation “‘Man and the Motor Car” 
continues to gain acceptance 
among educators all over the 
country as a high-school textbook 
for better traffic safcty habits. Ten 
states have printed special state 
editions of this book for use in 
their high schools, and nearly 
200,000 copies are in like use in 
more than 4,000 schools in all sec- 
tions of the United States. Hand 
in hand with this is “Driver Train- 
ing Procedure,’ which outlines 
steps in administration, organiza- 
tion and teaching of the driver 




















education and training courses in 
a high school. 

More recently the educational 
division of the Bureau has 
launched a series entitled ‘‘Get- 
ting Results through Safety Edu- 
cation,” which presents concrete 
examples of techniques success- 
fully used by instructors in safety 
education classes. 

Community SAFETY SERVICE 

Believing that the strongest 
backbone of a safety program is 
provided by an aroused and well- 
informed public, the Bureau has 
broadened its activities in the field 
of community safety and in train- 
ing lay leaders to promote such 
programs. For instance, it has for 
the past nine years cooperated 
with the National Americanism 
Commission of the American Le- 
gion in developing nationwide ac- 
cident prevention programs, in- 
cluding uniform 
laws, child education, poster dis- 


promotion of 


plays and radio broadcasts. 

In collaboration with the Cen- 
ter for Safety Education, we pre- 
announcements for 


pare radio 


motor vehicle administrators, and 
contribute financially to the pro- 
gram of the American Association 
of Motor Vehicle Administrators. 


HOW SAFETY IS BEING PUT ON A SCIENTIFIC BASIS 


te 


OTHER SERVICES 


Only a mention may be made 
of other services provided by the 
National Conservation Bureau in 
the interest of safety. Safety tests, 
lesson plans, a Safety Clip Sheet 
for newspapers, library service 
available to member companies 
and key safety organizations, and 
a loan library of films and slides 
that may be borrowed by schools, 
police and motor vehicle adminis- 
trators and others— these are 
among the accident prevention 
materials and aids offered by the 
National Conservation Bureau. It 
is hoped to report on some of these 
activities in subsequent articles in 
this magazine. 

We have attempted to present a 
picture of the National Conserva- 
tion Bureau as an agency of the 
stock casualty insurance compa- 
nies working toward the elimina- 
tion of accidents wherever they 
occur. The Bureau is proud to 
count itself among the group of 
national organizations which are 
helping to put safety on a scien- 
tific basis. Its officers are firmly 
convinced that only through the 
intelligent application of tested 
methods may we win the fight 
against the accident disease. 











Ability To Sell Pays Big Rewards 








up. 


blueprints. 


country. 


orders that keep the firm going! 


week and I make $50,000 a year.” 


How To Make A Salesman 


that the finished product will be a credit to you. 
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THOUGHTS ON SELLING—I/ 





An insurance man recently sold a large line to the head of a firm 
of engineering contractors. The “head man” of this firm talked 
with the salesman about a number of things and in the course 
of the conversation the profession or career of selling was brought 


The engineer then took the salesman to the door, and swept with 
his hand the large expanse of office wherein sat scores of intelligent- 
looking young men bent over drafting boards, pushing slide-rules 
back and forth, joggling logarithms and rolling and unrolling 


“Do you see all those men?” said the chief. ““They are all college 
eraduates, intelligent men, doing good work and doing it far 
better than I could. Yet there isn’t a man in the entire room 
but whom I could replace easily tomorrow morning merely by 
putting an ad in the paper or notifying any technical school in the 


*‘T pay those men $75 to $100 a week, while my own salary is an 
even $50,000 a year. They’ve been to college and I’ve been to 
college; we all took the same courses and can do largely the same 
work now — but —I can do something more than that; I can 
do something not one of them can do — and that is, I can get 


“It’s because I can sell, and my other two former partners 
couldn’t, that I was able to buy them both out so that today I am 
the sole owner of this vast company; it’s because I can sell and they 
can’t, that the boys in the drafting and planning rooms get $100 a 


Take an ordinary clean man, pour in a helping measure of en- 
ergy, stir in enough self-respect till he will stand alone. Then add 
enough tact to give it raising power. Place the mixture over a slow 
fire of hard luck to determine its staying qualities. A pinch of 
aggression may now be added; also be sure to dust the whole over 
with a layer of honesty, which will be apparent to everyone, after 
which you can be sure (if no foreign matter has been blown in) 








































@ There Will Be Plenty of Business 
For Those Who Go After It 


Production in 1940 





The Successful Producer Will Be a Real Insurance 
Counsellor Entitled to and Receiving the Confidence 
of the People He Serves 





SPENCER WELTON 


* CoMPANY-WISE and agent-wise, 
1940 from a production standpoint 
will be largely what you men on 
the firing line make it. 

Inevitably business will in some 
degree reflect the presidential elec- 
tion campaign and the war situa- 


tion abroad, but taking it by and 
large agents and brokers repre- 
senting a given company will 
determine its premium volume 
showing for the year. 

ago the National 
Association of Credit Men made 


Sometime 








National 


TO MAKE YOU THINK 


Results of a survey of fidelity coverage 
of 20.000 


turers made 


manufac- 
the 
Men 


wholesalers and 
time ago by 
Association of Credit 


some 






































16,000 
Needed It 





10,000 
Didn’t Have It 


Never Solicited 

















a survey among approximately 
twenty thousand wholesalers and 
manufacturers, and _ discovered, 
among other things, that about 
sixteen thousand had real need 
of Fidelity Insurance and about 
six thousand had it. (See chart.) 

What is more to the point, they 
learned that of the ten thousand 
who are not protected, only seven 
hundred had ever been solicited 
for that line! 

Generally speaking, insurance 
is sold and not bought. 

The prospects fall into at least 
two classes 

1. Employers who have some pro- 
tection but who ought to have more 

2. Those who would readily buy 
certain kinds of coverage suitable for 
them but of whose existence they are 
not aware 

No matter how genuinely we in 
the feel that 
we are performing invaluable pub- 


insurance business 
lic service, we can’t hope to get 
that idea over to the man in the 
street without seizing every op- 
portunity to tell story to 
individuals and to groups. 

Every agent and every field man 
which 


our 


has access to information 
will enable him to give the pro- 
spective casualty or surety buyer a 
real picture of his organization 
and the facilities which enable him 
to give service of genuine value, 
and the degree to which the 
producer avails himself of those 
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facilities will largely determine his 
value to himself and to his com- 
pany through 1940 and the years 
to come. 

This isn’t intended to be a 
homily on industry but it is a 
cinch that neither company nor 
agent is going to make a very big 











SPENCER WELTON 


showing in 1940 without a lot of 
hard work. 
1940 production will be meas- 


ured by results and no* by effort. 

Not so many years ago a Presi- 
dent of the United States said of a 
man also prominent in public life, 
‘*He means well but he means well 
feebly.” 

No production laurels will be 
placed on the brows of feeble 
insurance practitioners in 1940. 























Rates are being reduced and 
probably will continue to be which 
means more selective underwrit- 
ing and more economy of opera- 
tion. 

The agent who is continuously, 
intelligently on the job will go 
ahead, the company which is suc- 
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cessful in enthusing and maintain- 
ing the active cooperation of its 
field force can reasonably hope to 
exceed its 1939 premium volume 
and the company managers who 
are prudent and conservative may 
count upon a fair underwriting 
profit. 





In the Goode Olde Daze 


I 





Here are some extracts from a Salesman’s Rule Book 


published about 1852: 


Rute I. “Barrooms, confectionery shops, livery stables, and 


similar places should be but se 


liom visited, more especially on 


the Sabbath Day. The reasons will suggest themselves to an 


ingenious mind, to say nothing of economy.” 








Rute II. “The salesman who is in the habit of spending his time 
and leisure hours in the evening or on the Sabbath Day in the 
tavern or barrooms, and also in the habit of smoking Spanish 
cigars, and being shaved at the barber’s, is on the broad way to 
ruin. Such practices in a salesman will assuredly destroy all con- 
fidence of his employer and give him reason to be very suspicious 
of his integrity and honesty.” 

Rute III. “A salesman’s leisure hours outside of the store should 
be spent in reading first and occasionally the life of Washington, 
Chesterfield and Others; Men and Manners, Histories of the 
United States, England, Greece and Rome; also newspapers and 
periodicals of the day.” 
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Executives 







What It Is and What It Does 


Cc. W. FAIRCHILD 


N THIs first issue, you will read several articles on the rather general aspects of 
I the activities of some of our various departments or divisions; in future 
issues, you may learn of these operations in greater detail. Every one of these 
activities affects you, directly or indirectly. 

Although the companies supporting the Association are in competition with 
each other, they and their representatives share a multitude of problems, and 
the welfare of all concerned requires that these problems be worked out through 
agreement as to what the standard practice should be. 

The Association provides a forum for arriving at such agreement on a basis of 
sound research and analysis. In meeting these problems, the Association does 
not exist solely as the agent of its members. They would not have it so. It is 
concerned as well with the insurance buyer and the public. In truth, only as it 
understands and serves the needs of the latter can it faithfully serve the com- 
panies contributing to its support. Through casualty insurance and suretyship, 
the companies and the public have a fundamental identity of interest: both 
want to save lives and prevent losses. The Association constantly is promoting 
this identity of interest with particular eTectiveness. 

Activities are carried on by a number of departments, each supervised by a 
standing committee of company representatives. The departments maintain a 
large variety of relationships with business, with the public, with educational 
institutions and developments, and with state and federal officials and agencies. 
Thus, each department is the hub of a many-sided program for meeting the 
problems and discharging the responsibilities of the stock casualty and surety 
business in its particular sphere. 

Running through the complex fabric of the Association’s activities is the 
common thread of providing efficient service for agent, company and 
public. ‘Today, the Association is moving straight ahead on the course it has set 
itself: building and maintaining a sound foundation for competition among its 
member companies and ever widening the field of service of the stock casualty i 
and surety business. 

In its desire to foster, maintain and develop a great industry, it ever recog- 
nizes that it serves itself best when it serves the public best. From it, the Ameri- 
can people may derive the best in service that the pooled experience and the 
common desire of our companies can produce. 
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The 
ASSOCIATION’S 
AGE ivVvert. Se 
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Pustic AND AGENCY RELATIONS. 
Contacts with field and public. Ad- 
dresses before various groups. Research 
and data in response to inquiries. Pub- 
licity releases. Manuals, handbooks, 
bulletins, booklets, pamphlets. TH 
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Tue Crams Bureau. — Acceleration of 
prompt and just settlement of meritori- 
ous claims, and protecting the public 
and the companies from fraudulent ones. 
Investigation. Cooperation with local 
bodies. Prosecution. Nationwide Index 
system. 


NATIONAL CONSERVATION BUREAU. 
Accident prevention industrial safety, 
traffic, education, special service, and 
library. National centre for safety edu- 
cation. High-school driving instruction. 
Accident control in industry. Traffic 
safety projects for insurance agents. 
Community safety projects, traffic en- 
gineering and surveys. 

CasuALty DEPARTMENT. — Research. 
Compilation. General clearinghouse of 
information. Emphasis on automobile 
liability and workmen’s compensation. 
Occupational diseases. 

Fipetitry AND Surety DEPARTMENT. — 
Study of law and legislative proposals 
affecting the bonding business. Promo- 
tion of uniformity in surety laws of 
various states and federal government. 
Bureau of Contract Information, Wash- 
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ington, D. C.* for cooperation between 
surety companies and the construction 
industry. Close relationship with Towner 
Rating Bureau. 

Law DepartMEeNT. — Compilation and 
distribution of present and pending bills 
and laws and governmental rulings. 
(In an ordinary year, several thousand 
bills affecting the casualty and surety 
business are introduced.) Represent- 
ing the Association at legislative hear- 
ings and at conferences on insurance 
codes. 

Lisrary. — 8,000 volumes and more 
than 50,000 clippings and pamphlets of 
exceptional informational and reference 
breadth on casualty insurance and 
suretyship and such related problems as 
actuarial methods, industrial safety 
hygiene and traffic safety. 

WASHINGTON * AND Coast OFFICEs. — 
Authoritative information on casualty 
and surety matters for government 
agencies and more than 2,000 trade 


associations. 


* Jointly operated. 














@ On All Sides, There Are Unsolicited Prospects 


for the Sale of Automobile Insurance 


Selling the 20,000,000 








Companies and Agents Often Emulate the Inhabitants of the 
Famed Scilly Isles, Who Made Their Livings 
by Taking in Each Other’s Washings 





W. T. 


* YEAR after year the number of 


automobile owners in the United 
States increases; year after year 
the selling of automobile liability 
insurance has become more and 
more intense. Yet each year the 
ratio of uninsured cars seems to 
grow. 

This paradoxical situation stands 


as a challenge to the institution of 


casualty insurance and certainly 
calls for an explanation and action. 

Even a casual glance at the cur- 
rent scene reveals the companies 
and the agents who represent them 
engaged in a strenuous and futile 
attempt to emulate the inhabitants 
of the famed Scilly Isles who made 
their livings by taking in each 
other’s washings. 

With 


automobiles on 


million unin- 
the streets 


several 
sured 
and highways of America, we are 
greeted with the spectacle of casu- 
alty insurance companies and pro- 


ducers spending considerable of 


their time, effort and ingenuity in 
a fierce struggle to take away the 


HARPER 


other fellow’s automobile business, 
while neglecting a vast virgin field 
of prospects. 


A MERCHANDISING LESSON 


Let us take a leaf from the book 
of some of the other industries in 
our merchandising effort. The au- 
manufacturers, for in- 
remarkable 


tomobile 


stance, have done a 


job of making a car a necessity to 


almost every one. Yet it has been 
only a comparatively few years 
ago that every one agreed that 
only “fools and millionaires” needed 
an automobile or could afford one. 

Since that time the desire and 
demand for automobiles has been 
created among all classes of peo- 
ple, from Alaska to Cape Horn 
and from Kamchatka to Tan- 
ganyika. 

As a result, the number of auto- 
mobile owners has increased faster 
than the apparent ability of insur- 
ance companies and agents to 
organize and develop a related 
program for the merchandising of 


SELLING THE 


automobile insurance for the many 
and varied types of automobile 
owners. This is not said in criti- 
cism of, or as an unfavorable re- 
flection on, companies or agents. 

We all admit that it is much 
easier to create and organize a 
for tangible things 


market so 








W. T. HARPER 


desirable as an automobile or 
radio than to create a demand for 
a “piece of paper” representing 
something for which there is no 
immediate human desire. In the 
one case the desire and demand 
are already present and need only 
to be stimulated. In the case of 
insurance, the desire itself — and 
need — must be implanted. All 
will agree that this is a difficult 
job. But difficult though the job 
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may be, it is not impossible. 

In the promotion of automobile 
liability insurance, in the past, we 
have concentrated chiefly on selling 
this coverage to the individuals 
who, if not well-to-do, are at least 
of some little financial substance. 
This, of course, was’ a natural 
process. Even a cat will lick the 
cream off the saucer before he be- 
comes interested in the skimmed 
milk. But a pair of cats would not 
engage in a fight to the death over 
a bowl of cream when there is a 
gallon of good fresh milk nearby 
to be had with less effort. And so I 
am convinced that it is time that 
we of the casualty insurance frater- 
nity turned part of our attention 
from the bowl of cream and started 
to work in the sections where there 
may be slightly less “‘quality’’ but 
considerably more “quantity” now 
to be had for the same amount of 
sales effort. 

NeeEps TO Be ToLp 

It is my belief that the reason 
the average automobile owner in 
the lower income group has not 
purchased automobile insurance, 
is that his absolute need for it has 
never been presented to him in a 
convincing fashion. In fact, I am 
convinced that only a tiny per- 
centage of this great class of auto- 
mobile owners has the remotest 
idea of their urgent need for the 
protection afforded by an auto- 
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mobile liability policy. His need 
for it is, in fact, far greater than 
the need of his more well-to-do 
neighbor. 

I am speaking of the man whose 
possessions, while small, represent 
to him his “all.’? The man whose 
worldly assets consist of an auto- 
mobile, a few dollars in the bank, 
perhaps an equity in a modest 
home, a few rooms of furniture, an 
electric refrigerator and a radio, 
is far more vulnerable to real 
disaster arising from an automo- 
bile accident than his more com- 
fortably-fixed neighbor, to whom 
a judgment of several thousand 
dollars would spell acute discom- 


We must point our guns in the direc- 
tion where our real target lies the 
great field of new business 


fort, at the worst, but not total 
ruin. 

It is our selling job to convince 
this man of small 
means that the little that he has 
could be wiped out overnight by 
an automobile accident, bringing 
down with a crash his fruits of a 
lifetime of work and saving, and 
that an unpaid judgment might 


responsible 


plague him the rest of his days. 

It is one of the failures of our 
business that we have been unable 
to reach this great army of respon- 


sible people in the lower income 
class who need the protection we 
offer far more than the class which 
is the usual target of our sales 
campaigns. Part of our shortcom- 
ing is possibly due to our failure to 
tell these prospects our story in a 
language which they understand. 


—_—_—_— COTE ~ 


more business, less competition 
and greater benefit for everybody 





We may have adopted a “Fifth 
Avenue approach” in our mer- 
chandising policy when a large 
part of our market is more attuned 
to the language of the suburbs. 


How To START 

The question naturally arises: 
‘How should we start to sell this 
‘middle group of prospects,’ num- 
bering into the millions?” That is 
a fair question, but is not nearly 
so simple to answer as to ask. The 
problem is complex. It is a job that 
cannot be done overnight. 

First of all, in order to sell our 
products in this large field of 
uninsured, we should find out who 
our prospects where _ they 
live, what they do, and how much 
they can afford. Therefore, I sug- 
gest that our program should 
start with a scientific and accurate 
survey, sponsored jointly by the 


are, 


companies, to ascertain definitely 


SELLING THE 20,000,000 37 


and conclusively the extent and 
distribution of the market as it 
actually exists. We may find that 
we have overestimated or under- 
estimated the possibilities. We 
must make sure of our facts in 
order to direct our sales efforts to 
best advantage. 

The success of various surveys 
in recent times has convincingly 
that the extent of 
can be practically 


demonstrated 
any market 


determined and placed upon sound 
mathematical basis. There should 
be little difficulty, through a survey, 
in establishing to a certainty the 
extent to which possibilities exist 
for the sale of automobile liability 


insurance to large classes of pos- 
sible prospects who at present are 
rarely solicited. 

Without the facts, obtainable 
only through such a survey, we are 
all ‘‘shooting in the dark.” That a 
vast potential market exists, I 
think no one will dispute. But in 
order to make certain that the 
market warrants intensive cultiva- 
tion and the expenditure of time 
and money, we must first possess 
our basic groundwork of facts and 
figures. 


Facts NEEDED 


Should such a survey establish 
that the large uninsured market 
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has possibilities that can be devel- 
oped with profit to both agents 
and companies, it would be our 
next job to set up an educational 
program, sponsored by the com- 
panies jointly, to tell the story of 
automobile insurance to the class 
of prospects disclosed in the sur- 
vey, and to sell them. Every auto- 
mobile owner in the eligible group 
should have brought home to him, 
in language which he understands, 
the advantages and necessity of 
this important protection. 

No matter how effective an edu- 
cation or sales promotional pro- 
gram may be, nothing will ever 
take the place of good old-fash- 
ioned leg work by agents and 
producers in developing a new 
market. In the absence of more 
accurate and scientifically reliable 
market, I jud: 


earners, 


data, the new 


consists mostly of wage 
salaried employes of lower brack- 
ets and rural residents. There is no 
doubt that contacting these people 


will present a real problem, which 


must, in the final analysis, be 
solved by the agent himself. Most 
of these prospects are probably 
engaged throughout the day in 
factory, office, or on the farm, and 
would naturally be somewhat in- 
accessible except after hours. The 
agent, with the help of the com- 
panies, must find some method of 
developing his own local market, 
as disclosed to him through the 
companies’ survey. 

No matter how the problem 
may ultimately be solved, the 
present hard fact is that the ex- 
istence of these millions of auto- 
mobile owners eligible for insur- 
ance constitute a direct challenge 
to the Casualty Insurance Indus- 
try and to the American Agency 
System. I think the time has come 
when, for the profit and progress 
of agent and company alike, we 
must turn our big guns from each 
them in the 
target 


other and point 


direction where our real 


lies the great field of new busi- 


ness. 


te 


Automatic Non-Forgetterer 


Do you send birthday cards to your clients? Often makes a good 


impression. Have clerk prepare cards well in advance, put in en- 
velopes. In place where stamp is to be affixed, have clerk pencil in 
age and date of birthday and place all these envelopes on your desk 
once each week before mailing. This gives you an automatic sys- 
tem, once it gets under way, and reminds you in time so you can 
supplement card with ’phone call or personal congratulations, 


when desired. 


@ It Is Probable That No Contractor Was 
Fully Reimbursed for Losses Occasioned 
by the Dislocations of the Last War 


War and the Construction Industry 





What Were the Effects of the Last War, and What May 
We Expect of the Present One? What Chance 


Is 


There for Government Relief? 





COL. 


* WE FIND ourselves at this very 
moment in a fog of uncertainty as 
to the future, brought about by a 
foreign war only a few months old, 
only a few thousand miles from 
our shores. As to the World War: 

The possibility of our being 
thrown into the conflict overnight 
did not seem to have any effect on 
the willingness of contractors to 
undertake work requiring long 
periods of time for completion. 

Following the 
war, it was necessary for the gov- 
ernment immediately divert 
from normal men 
and material to start and carry 
through the undertaking. 

The United States Government 
in effect commandeered the con- 
struction industry for war needs, 
and very properly so. Materials 
and labor were diverted, contracts 
considered not vitally necessary 
were not started, certain contracts 


declaration 


to 


construction, 


under way were ordered discon- 
tinued, and the industry as a whole 


of 


RALPH F. 


PROCTOR 


was much disturbed, and ab- 
normal. 

This could have but one result 
— serious losses to those engaged 
in the industry who had under- 
taken both public and _ private 
work on a peacetime basis before 
our entrance into the war. 

While it is true that after the 
war was over, relief legislation in 
Congress and some of the states 
was passed, and some contractors 
received reimbursement for losses 
due to delays and increased prices 
of both labor and material, many 
were not benefited by such legisla- 
tion either because it was impos- 
sible for them to establish the facts 
or because there were many items 
which caused them additional and 
unforeseen for which, 
under the law, they could not be 
reimbursed. The construction industry 
can gain little comfort from the hope 
that after the emergency becomes a fact 
at well recover its losses entirely or in 
substantial part by such relief. 


expense, 








40 THE CASUALTY AND SURETY JOURNAL 


Constitutional difficulties give 
small chance of help, where relief 
legislation is actually passed after 
the event, as in the case of New 
York State. There such a relief 
measure was subsequently declared 
unconstitutional. There were also 
serious difficulties everywhere in 
substantiating and collecting claims. 

It is probable that no contractor was 
fully reimbursed for the losses occa- 
stoned by the dislocation of the industry 
chargeable to the effect of the World War. 

As compared with 1914, how- 
ever, we are in a sounder position 
economically. Under proper safe- 
guards, the construction industry 
may look forward to satisfactory 
progress in volume and results for 
the next year or two if we stay out 
of the war. 

If, on the other hand, we should 
enter the war, the situation will be 
changed, and while I do not be- 
lieve the construction industry 
will be as seriously affected as it 
was from 1917 on, still it will suffer 
and to a certain extent lose control 
of its normal and desirable ad- 
vancement. 

Appreciating the uncertainty as 
to the future which now confronts 
the industry, many of our national 
organizations affiliated with the 
construction industry already are 
taking steps to provide safeguards 
for public and private work now 
under way or to be undertaken in 
the future. 


The Associated General Con- 
tractors of America, through their 
very able management, have al- 
ready taken up for immediate 
consideration measures to safe- 
guard the industry. 

The American Institute of Archi- 
tects is similarly working on this 
problem. 














COL. RALPH F. PROCTOR 


Representing the Association of 
Casualty and Surety Executives, 
several of our members including 
myself, already have met with 
Edward J. Harding, Managing 
Director of the Associated General 
Contractors, in Washington to dis- 
cuss ways and means of protection 
and prevention. 

Naturally, the 
surety companies will join with the 


casualty and 
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other elements of the industry in 
efforts to bring about the desired 
results. The situation has been 
presented by the Associated Gen- 
eral Contractors to the Secretary 
of War and the Chairman of the 
Federal Contracts Board, and con- 
ferences have already been held 
with the principal officials of gov- 
ernment agencies in charge of 
construction programs. It may be 
necessary to urge suitable legisla- 
tion upon Congress and the va- 
rious state legislatures. 

These are among the situations 
that must together 
with remedies for their relief, as 
pointed out by the Associated 
General Contractors: 


be covered, 


(1) Delays or suspensions resulting 
from the emergency. To be covered by 
providing for the adjustment of the 
contract price under the article in 
the contract changed 
conditions 

(2) Provision or the adjustment 
of the contract for changes in the 
prices of materials or wage rates by 


dealing with 


reason of the emergency 

(3) Provision for termination of the 
contract where made necessary by 
the emergency, and establishing spe- 
cific conditions which settle- 
ment is to be made 


under 


The industry as a whole should 
lose no time in exerting every 
energy to make these proper and 
reasonable safeguards actualities. 
Individuals and local organiza- 


tions should cooperate to the 
fullest extent with national asso- 
ciations in backing up this relief 
program. 


ADVICE TO BIDDERS 

In the meantime, individual 
members of the industry should be 
able to make their tenders for new 
work, provided ordinary precau- 
tions are taken. This is no time to 
indulge in price competition, hop- 
ing for a break; it is no time to bid, 
hoping to turn an old dollar into 
a new. 

There should be no speculation 
in the purchase of materials. 
Prices should be obtained from 
concerns of known stability and 
plant capacity to carry out their 
engagements, regardless of the 
situation. 

The same thing holds true in 
speculation in connection with 
work let under a subcontract. If 
there is any doubt in the bidder’s 
mind as to the subcontractor’s 
price or ability to perform, the 
contractor should demand ade- 
quate security, or sublet to a con- 
tractor whose performance record 
warrants it even though the price 
is higher. 

It also should be the part of 
wisdom to confine operations to 
localities where the constructor is 
known, where his credits already 
have been established and where 
he has complete knowledge of 











the local labor and material mar- 
kets. 

Long-term contracts should be 
avoided unless, before signing, 
contract provisions are included 
giving relief in case of a 
emergency. 

One of the most important con- 
tributions to future protection we 
can make at the present time is the 
keeping of complete and accurate 
records of costs that will show con- 
vincingly the effect of any in- 
creased cost or changes that may 


war 


be directly chargeable to war 
conditions. 
Attention is called to a tend- 


ency on the part of material-men 
and manufacturers since Septem- 
ber 1 to shorten the time of guar- 
This will 
prove to be a very serious matter 
to the industry if not corrected. 
In fact, if continued, it will 
increase the costs of construction 


antee of quotations. 


to a point which will discourage 
new undertakings. There is cer- 
tainly no occasion at the present 
time to resort to such emergency 
methods. Every constructor in the 
industries is vitally affected by this 
situation, and a solution to the 
problem must be found if our 
building programs are to be carried 
on. 

Recently, there was called to 
my attention bids on a large 
project and a long construction 
period. The bidders obviously fell 
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into two groups. Apparently one 
group bid on _ peacetime esti- 
mates, and the other group bid on 
the basis of wartime estimates. 
There was little difference in the 
bids of members of each group, 
but there was a wide divergence 
between the bids of the two groups. 
It would seem that the low bidders 
were taking an unnecessary gamble 
as regards possible future prices of 
material and labor. They were 
willing to carry the insurance 
themselves rather than place the 
insurance as to ultimate cost upon 
the purchaser, where in these 
times it properly belongs. 

So the effects of war on construc- 
tion have already manifested them- 
selves, although we are not at war 
and we are separated from the 
warring countries by a_ broad 
expanse of water. Because of it, 
we find ourselves confronted with 
problems which must be solved 
if we are to continue on the even 
tenor of our way. 

In a situation such as this, there- 
fore, it is of the utmost importance 
that we keep our balance, that we do 
not permit hysteria to get the 
better of our common sense, that 
we do not indulge in a scramble 
for temporary gain which will 
end in permanent loss. I am of 
the firm belief that American 
ingenuity and ability will find a 
peaceful and satisfactory solution 
as each problem presents itself. 
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Only the Names Are Fictitious 


A Planned PresentationTurns an Interview from 
Possible Defeat Into a Successful Sale 


* “You will note from the attached 
that the Super-X Cafeteria System 
must be charged $1,000 more 
for the same protection during 
the next twelve months, due to 
our rather unfortunate loss ex- 
perience in the twelve months 
now ending.” 

Bill Gregg read the news from 
the Home Office with no joy in his 
heart. Hadn’t Mr. Super-X him- 
self called him on the phone just a 
few days before, and “warned” 
him that a certain participating, 
we-don’t-employ-any-agents com- 
pany had written that they were 
ready to give him what seemed the 
same coverage for less money — 
and here was this letter stating 
that Bill’s own company would be 


compelled to charge $1,000 more! 
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“That renewal’s out the win- 
dow,” thought Bill dejectedly, as 
he leaned back comfortably in his 
swivel chair. He lit his pipe and 
puffed reflectively. Super-X had 
had a load of claims. True. There 
could be no question but what the 
company’s stand was _ justified 
—entirely so. But by the same 
token, Super-X by rights ought to 
be mighty grateful for all the serv- 
ice Bill had given them. 

What to do! What to do! Take 
it lying down? Not Bill. No. Not if 
he could help it. But he had to 
think quickly, for he had an ap- 
pointment with Super-X sched- 
uled for ten o’clock tomorrow. 

Suddenly he sat bolt upright in 
his chair. His eyes sparkled. He 
wasn’t licked yet. Far from it. 
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“Miss Blitz,”’ he said, as his sec- 
retary came in answer to his ring. 
“Could you forget any date you 
might have tonight, to help us rise 
to an emergency, as the saying 
goes?” 

“Why not?” said Eloise. 

“Fine. Now here’s what I want 
you to do. Bring me the claim file 
on Super-X. Then go to a doctor’s 
supply house and get one of those 
little black bags fitted with bottles, 
such as doctors carry. By that 
time I’ll have some more errands 
for you.” 

When Eloise returned half an 
hour later, he was ready for her 
with a new “shopping list.” 

“IT want you to get me a tack, a 
small piece of rubber tire, a bit of 
broken glass, a cockroach, and a 
mouse’s tail.” 

Eloise blinked, departed. 

* * * 

Time: Ten o’clock the next 
morning. 

Scene: Office of Mr. Super-X. 

(Enter Bill) “Hello, Jack.” 
(Shakes hands.) 

Jack: So you’re going to give 
me that insurance for less money, 
huh? 

Bitt: Well, I do have some good 
news for you, at that. But first I 
want to go over with you one or 
two of the services we’ve been able 
to render you during the past year. 

(Reaches into bag and brings 
out bottle labelled ‘Exhibit A’’.) 


You see that little tack, Jack? That 
came out of a piece of cake in 
Store Number Three. The cus- 
tomer, if you remember, wasn’t 
any too pleased with Super-X at 
the time — that’s putting it rather 
mildly — but he felt all right 
about the whole thing after we got 
through with him. 

And now I want to tell you a 
little story. You’ve heard of the 
man who said, ““The automobile is 
replacing the horse everywhere,” 
as he took a piece of rubber out of 
his meat pie! Now, you know and 
I know that Super-X meat pie is 
mighty good, but sometimes a 
foreign body just wll get into 
it. Store Eleven had that expe- 
rience last May. Customer went in 
his corner, eating his pie, put in 
his thumb — and pulled out a 
piece of rubber tire! Said his feel- 
ings were hurt. Probably were. 
Straightened him out for you, 
though. Didn’t cost you a cent. 

Jack: He sure was hopping 
mad at first. 

Biit: Pll say he was. But take 
the woman who found some bro- 
ken glass — lovely thought — ina 
mufiin Number Eighteen had 
served her for breakfast. Oh, boy. 
She was what I call real mad. 
Wanted to sue. Would have, too. 
And publicity! She promised to 
give you more free advertising 
than you’d ever had in your life. 
But not the kind that will fill up 
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your tables and ring your cash 
register. 

(The interview continues as Bill 
cites example after example of 
service rendered during the past 
twelve months. Then . . .) 

Brix: Now, this isn’t exactly pleas- 
ant, even to talk about. But see 
that cute little fellow in this bottle? 
That’s a cockroach like one that 
found its way into a fresh vege- 
Number Seven. 
Meat’s all right — but this cus- 
tomer was a vegetarian! Was 
going to complain to the Board of 
Health. But, remember? We 
took all the worry off your should- 
ers, got in touch with that man, 
and eventually soothed his feelings 


table dinner at 


so that you never heard from him 
again. You were quite pleased at 
the way we handled it for you, 
weren’t you? 

Jack: If people only would 
understand that such things are 
occasionally bound to happen in 
the best regulated restaurants! 

Bit: But they don’t. And you 
know it — know it only too well. 
And in this last bottle. Recognize 
that? It’s the tip of a mouse’s tail. 


* 


* 
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Never did belong in that goulash 
which Number Twelve served last 
January. 

Still another case of a threat- 
ened lawsuit, that was. But it never 
came to court, thanks to us, and 
you and Super-X were saved con- 
siderable time, money, annoyance, 
and embarrassment. 

In fact, out of all these claims 
against us last year, not one of the 
threatened came to 
court. Such service as that, Jack — 
such 


suits ever 
and you’ll admit it is real - 
service as that is really worth 
something to you, isn’t it, Jack? 

Jack: Never mind the sales talk. 
What I want to know right now is 
this: Can you get me that same 
coverage renewed? 

Britt: That’s where my good 
news comes in, Jack. I can — I 
had a letter from the Home Office 
only yesterday. They’re willing 
to give you the same coverage 
again — and for only $1,000 more 
premium, despite the high num- 
ber of claims against us. I’d say 
you are lucky to get it at the price. 

Jack: I think you’re right. Sign 
me up. 


. 


Ep1ror’s Note. — We like this story as an instance of not 
“folding up”? the minute competition rears its head. Have 
you had some similar experience? If so, write us a letter 
about it— we'll appreciate it. (See also page 64.) 
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Public Liability Exposure Hazard 


Do you realize that even in a moderate-sized store in the average 
community, at least 500 persons will enter that store during the 
course of the day? With at least 300 business days throughout the 
year, that means at least 150,000 people will go in and out of that 
store. If only one of these thousands of individuals should slip on 
the floor or fall down the stairs, the cost of settling for this accident 
will run many times the cost of an insurance premium. — Francis 
W. Potter in Best’s Insurance News 


Say lt With Cacti 


Recently the agency of R. B. Jones & Sons, Inc., Kansas City, 
Missouri, desired to call to the attention of a select list of prospects 
the fact that it handles Mexican insurance. To 271 topflight names 
it sent a specially prepared folder enclosed in an envelope to 
which was attached a real cactus in a pot, both not more than three 
inches high. Delivery was by Western Union. 

Purpose of the mailing was as much to create attention on the 
part of ‘‘key’’ names as it was to secure business. Those to whom the 
advertising was sent are the sort with wide influence among people 
able to afford a Mexican trip — as well as many other things that 
require insurance. — Rough Notes 


Dishonesty Losses 


Most dishonesty losses result from a combination of three factors: 
(1) Desire on the part of the defaulter to steal (2) Opportunity to 
follow his dishonest impulse, and (3) Knowledge of how to conceal 
the defalcation. W. K. Mendenhall in Best’s Insurance News 


Boiler and Machinery 


The field for prospects in the boiler line centres largely around the 


low pressure or heating boiler found almost anywhere, the single 
high pressure boiler plant, and private residences. In the machinery 
field, few electrical machines are insured. — D. W. Little in The 
Weekly Underwriter 
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@ What Has Happened To an Act 


That Was To Be a “‘Model”’ of Its Kind? 


The Washington State Fund 





Has Failed Lamentably to Achieve lis Objectives, Sadly 
to the Detriment of Employee, Employer and Taxpayer, 
According to Grand Jury Report 





J. DEWEY DORSETT 


* One of the seven monopolistic 
state funds for writing workmen’s 
compensation this 
country is in the State of Washing- 
ton. At Olympia, Washington, on 
January 12, 1940, the Grand Jury 
for Thurston County reported to 
the honorable Judges of the Supe- 
rior Court, in a lengthy and inter- 
esting document, its final report 
and findings respecting the Work- 
men’s Compensation Fund. . 


insurance in 


Not in my memory has there 
been such a condemnation of 
monopolistic state insurance as 


found in this official Grand Jury 
Report. 

When this particular monopo- 
listic fund was created in 1911 
great things were expected from it. 
Its friends felt certain that all the 
evils of common trials for 
damages and bad feelings between 
injured workers and employers re- 
sulting therefrom were ‘“‘gone with 
the wind”’; but it was not written 
in the stars for this fund to pan out 
as expected by its friends — they 


law 
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must be disillusioned and disap- 
pointed. In the language of the 
Grand Jury Report: 


“So forward a step was this Act of 
1911 and the early years of its ad- 
ministration, that the Jury finds it 
was held to be the model of its kind, 
both nationally and internationally. 
In view of these antecedents the Jury 
is now utterly amazed to find that 29 
years after the passage of such a hu- 
manitarian statute its present status 
is hardly recognizable with the original 
act and that the noble aims set forth 
in the preamble to the 1911 Act in- 
stead have been 


of being attained 


thwarted” 


Certain questions occur: Have 
the employer, the employee, or 
the taxpayers of the great State 
of Washington benefited because 
the government was given a mo- 
nopoly of workmen’s compensa- 
tion insurance under the provi- 
sions of 
fund law during these 29 years? 
Let us, then, turn to the Report of 
the Grand Jury for the answers. 


this monopolistic state 











The most potent argument by 
those favoring state insurance 
made to the employer, is that the 
profit motive is abolished; that the 
state furnishes such insurance at 
cost and it is therefore cheap. The 
Grand Jury Report reveals to us 
the high cost of cheapness. The 
resources of a state fund come 
from the employers affected by the 
law, through payments made to a 
trust fund, out of which benefits 
are paid to the injured workers of 
the contributing employers. Wit- 
ness: 

“The Jury goes beyond even the 
indictment issued therein to condemn 
the failure of the Director in failing 
to keep satisfactory and accurate 
account of the assets of the Depart- 
ment, making it impossible to deter- 
mine in totals the sums due the De- 
partment and to the Accident and 
Medical Aid funds from employers. 
Special assessments were made against 
certain classes of industry with no 
accurate or adequate record kept of 
the amounts assessed to each firm 
or the payments made thereon 
Such negligence left the Department 
wholly without means of determining 
the amount of its accounts receivable 
assets or to reconcile cash income 
reported with premiums payable. It is 
impossible to determine what portion 
of the $200,000 discrepancy is explain- 
able, justifiable or criminal, and how 
much, if any, is an actual loss to the 
respective funds” 

The Grand Jury, discussing the 
two separate funds, the “Accident 
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Fund” and the “Medical Aid 


Fund,” said: 
“Examiners of the Department of 
Finance, Budget and Business found 


that this provision of the statute was 
being so broadly interpreted as to 
cover salaries of employees, equipment 
purchases and other expenditures in 











J. DEWEY DORSETT 


no way related to appeal costs. The 
examiners challenged this interpreta- 
tion and cited expenditures in excess 
of $17,000 from Medical Aid Fund 
and a similar amount from the Acci- 
dent Fund which they questioned. 
The Jury finds these diversions were 
not terminated even though examin- 
ers’ report was filed. By the time the 
condition was brought to the Jury’s 
attention the amount so unlawfully 
diverted aggregated in excess of 
three hundred thousand dollars. 
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“In addition to the diversions from 
the two trust funds here mentioned, 
under the subterfuge that the expendi- 
tures were appeal costs, the Jury also 
finds that when there were actual 
legitimate appeal costs justifiably 
taxed as such, these legitimate appeal 
costs were still improperly charged in 
so far as the Accident Fund is con- 
cerned, for they were paid from the 
aggregate balance in the Accident 
Fund indiscriminately without being 
charged against the particular class 
or sub-class involved; that is to say, 
that 
volved in the particular litigation were 
charged with the expense of litigation 


classes and sub-classes not in- 


arising in other industries” 


This Report, in speaking to the 
question as to the fundamentals of 
a workmen’s compensation law 
and the purpose for enacting such 
laws, goes on to say that industry 
and labor both desired peace, both 
were willing to give up some of the 
rights under the common law in 
order to secure to the workman 
limited work- 
men’s compensation law, and to 
secure to him prompt payments. 
Again let the Report speak: 


benefits under a 


“One of the declared purposes of 
the Industrial Insurance Act by the 
legislature at the time of its passage 
in 1911 was to insure workmen com- 
pensation for injuries without litiga- 
tion. The preamble says, . with- 
drawing all phases of the premises 
from private controversy .. .’ It has 
now degenerated into the same old 


litigation between employer and em- 
ployee as it existed prior to the act, 
without the corresponding advantage 
of compensatory damages afforded by 
the common law, to the employees” 


The Report goes on to show 
that insurance 
principles have not been followed. 
Witness: 


sound _ business 


“The Accident Fund is not now 
and never has been kept upon an 
actuarial reserve basis. Each succeed- 
ing generation of employers is obliged 
to assume the composite obligation 
of preceding employer generations 

“The Jury finds that the chief con- 
tributing factor to this condition lies in 
the unsound operation of the Accident 
Fund itself. The Jury finds that most 
of the difficulties of the Department 
of Labor and Industries arise from a 
complete departure from a long ac- 
cepted insurance principle and the 
failure to heed the repeated admoni- 
tions of the Insurance Commissioner 
in his annua! evaluation of the an- 
nuity reserves” ‘ 

“The Jury finds that the conse- 
quences of an utter disregard of basic 
insurance principles led to the in- 
solvency of the Accident Fund. Lack 
of adequate funds to meet claims 
forced the Department from its posi- 
tion as a trust officer to that of a 
principal protecting an interest. Many 
employers faced with possible con- 
fiscatory rates because of conditions 
over which they had no control, 
and virtually fighting for their own 
existence, resisted claims of injured 
workmen as a matter of policy and 








) 


not as a matter of justice. The net 
result is injustice to the workmen and 
a growing financial hazard to the 
employer” 


There is an old saying to the 
effect that you get just about what 
you pay for. Again let this Report 
speak, in more eloquent language 
than I can employ: 


“Many complaints were filed with 
the Jury against the Department by 
injured workmen who alleged their 
claims had been arbitrarily denied or 
had been but partially honored, and 
then only after long litigation 

“Investigation of complaints by 
injured workmen that they were being 
discriminated against by the Depart- 
ment, led the Jury to a review of the 
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basic principles of the Industrial In- 
surance law itself and the relation of 
administrative practices to those prin- 
ciples” 

“For his surrender of his right to 
sue, the employee gains an undisputed 
claim to time loss compensation, to 
principal sum benefits, to medical 
care and hospitalization in all cases 
of injury sustained in the course of 
his employment” 

“The Jury finds that the Courts of 
this State now have many appeals of 
workmen seeking adjudication of their 
claims with the attorney or attorneys 
of the employer, together with the 
Attorney representing the 
department, strenuously resisting their 


General 


claims for compensation for injuries 
sustained. This obviously is just what 
the Act sought to avoid. A review of 
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THE SILVER SPOON 


Souvenir hunters do not al- 


ways confine themselves to 
securing autographs. They also 
like 


and are especially attracted to 


hotel property, it seems, 
such items as towels, ash trays, 
silverware, and blankets. Hotel 
walk 


away with over a million dollars 


men report that they 


worth of such stuff every year. 
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the files of many of these cases leads 
to the that the 
elapsing between the injury and the 


conclusion time 
final payment of the compensation 
is much longer than in the old damage 
action days. Again it should be noted 
here that the preamble to the 1911 
act as a justification for its enactment 
stated in part: . . The remedy of 
the workman has been uncertain, slow 
and inadequate ” The Jury finds it 
still is! 

“There are a number of cases that 
have been in the process of litigation 





in excess of three years, and in fact a 
few instances have been cited to the 
Jury where the controversy has been 
pending for five years and even longer. 
The conclusion is more than justified 


1 


that the 


slower and perhaps more expensive 


present process is much 


than the common law action for 


damages which the Industrial Insur- 
ance supersedes 

“From the aspect of the injured 
workman, the evils of the common law 
system survive while the benefits have 


perished” 


JUDGE AND JURY 
} 


ri¢ 


This Report reveals that the 
state of the injured man has not 
been protected. He has had to pay 
and has lost. And in addition he 
has had one administrative unit in 
the consideration of his claims act 
as judge, jury, prosecutor and 
chief executioner. Again let the 
Report of the Grand Jury speak: 


“The Jury finds that the Joint 
Board, which consists of the Director 


of Industrial 
Insurance and the Supervisor of 
Safety, and which first 
appeal of an injured workman dis- 
the of his 
claim, instead of attempting to com- 
plete all of the evidence at a single 


and the Supervisor 


hears the 


satisfied with treatment 


hearing, very seldom if ever proceeds 
with its evidence at the same hearing 
in which the injured workman’s evi- 
dence is presented. In other words, 
the joint board requires the workman 
to make a complete presentation of 
all of his evidence, after which the 
board takes 
mony with 
l 


months to gather testi- 


which to combat the 
then 


months of scrutiny presents its case 


claimant’s evidence, and after 


in opposition to that presented long 
before by the injured workman” 
“The Jury does not feel that it is 
a just proposition for the officials of 
the Department which have rejected 
an applicant’s claim due to injury, 
to suddenly change their 


roles and 


become court and jury as to whether 
they were right in their former action 


of having denied the ciaim” 


As to whether there can be 
reasonable sense of security on the 
art of an injured employee for 
yayments under this fund, let the 


J 
I 
Grand Jury Report speak: 


“The Jury finds the Accident fund 
is critically insolvent with actual defi- 
cits existing in eight classes or sub- 
issuance of 
so-called The Su- 


preme Court has recently held that 


necessitating the 


classes, 
“red”? warrants. 
these so-called “‘red’’? warrants must 
be paid from the Accident fund so 
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long as there is a balance in that fund. 
There is money in the fund, though 
the fund is insolvent for the reason 
that there are existing liabilities, which 
however will not mature for months 
or even years to come. It has appeared 
to the Jury from insurance auditors 
that if the Accident fund were to be 
forcibly liquidated that the same 
would be in excess of twelve million 
dollars insolvent; that is to say, the 
assets would fall short twelve million 
dollars of liquidating the obligations 
to injured workmen, now existing 
but not matured” 


According to the Grand Jury 
Report, the injured workman thus 
finds himself in the position of 
contributing to the cost of the 
benefits under the law, but the 
funds provided for such benefits 
fall short of obligations to the tune 
of twelve million dollars. 

And there is a lesson the tax- 
payer, the whole people of the 
State of Washington, might learn 
from this Grand Jury Report, too. 
This state fund pays no taxes to 
support the the 
ment, and it looks as though the 
government — all of the taxpayers 
— will have come to the support 
of the fund. Witness: 


cost of govern- 


“Of the total amount of $508,473.10 
noted above, approximately $316,- 


000.00 represents the actual unlawful 
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diversion on an equal basis from the 
Medical Aid fund and Accident Fund. 
The balance represents questioned 
expenditures in that any amounts 
spent were charged against the whole 
fund and not against the specific class 
under which the payment was made 

“The sum of $316,000.00 actually 
belonged in trust to contributing 
employers and employees and in view 
of its unlawful expenditure the Jury 
recommends that the legislature by 
appropriation restore this amount to 
these funds” 


It is to be remembered that at 
the start such funds may point at 
cheapness and therefore fix their 
rates too low to set up adequate 
reserves. Certainly the results in 
several states have been big defi- 
cits and variously arbitrary assess- 
ments or inordinate increases in 
rates. In Washington, for instance, 
the rate for insurance in the log- 
ging classification, with the com- 
ing of the depression, rose from 
$1.75 per $100 payroll in 1920 to 
$11 in 1932. Thus to have their 
insurance rates so raised in the 
throes of a depression in order to 
make good deficits due to mis- 
of the fund in the 
past, should pretty thoroughly 
cure employers and employees 
from placing unbounded faith in 


management 


insurance monopolies. 











HIGHLIGHTS 


HEADLINES 


IN THE 








* Up in the far northwestern 


corner of the nation, in the state of 


Washington to be precise, a grand 


jury hands up to its court one of 


the most stinging denunciations 
that ever was penned of a state 
fund insurance monopoly. Down 
in Georgia a tornado roars through 
a helpless city, leaving in its wake 
a litter of wreckage both human 


and economic. At the seat of gov- 
ernment, in Washington, a Fed- 
eral committee pursues its in- 


vestigation of the insurance busi- 
ness. preventable 


accidents strike hard at the civil- 


Everywhere 


ian and property resources of the 
nation. 

Thus the endless wheel of news 
spins out its yarn as America turns 
hopefully and resolutely into a 


new decade. To review here all of 


the several 


neither 


the of 


months 


events past 


is possible nor 
necessary So the purpose of this 
brief department each month will 
be merely to recall rapidly those 
incidents and facts which are 
continuing interest to casualty and 


surety men wherever they travel. 


of 


Omissions are never to be taken 
as indicating lack of importance. 
And now for the news as space 
will allow: 

T. N. E. C. That, of course, is 
alphabetical parlance for the Tem- 
porary National Economic Com- 
mittee. Although 
stricted to the life business, and a 


presently re- 
limited number of companies at 
that, the committee’s actions and 
findings are of importance to all 
insurance Most interesting 
event of recent weeks was Chair- 
man (Senator) Joseph C. O’Ma- 
honey’s public statement at a 
luncheon of the Insurance Society 
of New York that there is not, and 
never has been, any intention by 
the United States Government to 


men. 


take over control of private busi- 
ness; promised the survey would be 
tolerant and sincere. That stilled 
a lot of fears resulting from the 
Security Exchange Commission’s 
investigation of the life companies 
the Committee. It was pre- 

by publication of the 
C.’s long-promised analysis 
date, which 


for 
ceded 
5. E. 
its to 


of findings 
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promptly were tagged by the In- 
stitute of Life Insurance as con- 
taining nothing that the com- 
panies themselves had not 
making public for years. 
Frauds and Chasers. In Texas and 
New York, law enforcement au- 
thorities and stock casualty and 
surety companies co-operated to 
strike hard at criminal rings that 
sought to live at the expense of the 
insuring public. A 
fake accident ring was wiped out 


been 


widespread 


in Texas; seven years’ imprison- 
ment for its leader, $1,000 fine 
each for two doctor members, and 
suspended sentences of 13 months 
each for 13 duped members. At 
the New York end, four lawyers 
and seven runners were convicted 
of conspiring to solicit personal 
words, 
other 


injury cases in other 


ambulance chasing. Four 
lawyers, four runners and a former 
had 
30th 
uncovered by special agents of the 
Claims Bureau of the Association 
of Casualty and Surety Executives. 

Accidents. The National Safety 
Council released preliminary fig- 


newspaperman previously 


pleaded guilty. cases were 


ures on the nation’s accident rec- 
ord in 1939. The news is still bad. 
Although accident prevention pro- 
grams succeeded in reducing the 
death total by 800 below the 1938 
record, the figures read as follows: 
Dead, 93,000; Injured, 8,800,000; 
$3,300,000,000. 


Economic 


Loss, 
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Of the deaths, 32,600 were at- 
tributed to motor vehicles, about 
the same as last year; 32,000 oc- 
curred in the home, an increase of 
2 per cent; 15,000 occurred in 
public places, other than traffic, 
an improvement of 6 per cent; and 
16,000 were occupational, an im- 
provement of 3 per cent. All of 
these figures are subject to change 
after final tabulation, but usuaily 
they are reasonably accurate. 
Taxes. Like a one-way elevator, 
they’re still going up. According 
to the annual compilation of spe- 
cial state insurance taxes, licenses 
and fees by the United States 
Chamber of Commerce, the 1938 
figure was $106,978,880, the last 
year for which complete figures 
obtainable. The previous 
year, 1937, they were $103,281,- 
169. Of the total for 1938, just 
4.68 per cent, or $5,008,481, was 


were 


used for insurance department 
purposes. The balance, approxi- 
mately $102,000,000, was used for 
other state purposes. The figures 
above, of course, do not represent 
the whole tax story, because in the 
16 states where local taxes and fees 
may be levied the figures cannot 
be obtained. In special taxes col- 
lected, New York State leads, with 
California, Pennsylvania, Illinois 
and Ohio following in the order 
named. 

Tornado. The tragic news about 
the loss of life, human injury, and 
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property damage which resulted they had mailed a report of the 
from the Albany, Georgia, tornado damage. Quick reports in turn 
has been told many times; so mean quick claim payments for 
repetition here is unnecessary. — the insured. 

Good news was the prompt re- State Fund. Treated in detail on 
sponse of stock insurance company _ page 47 of this issue of the JouRNAL. 
engineers and adjusters in the New Member. The New England 
moment of need. Engineers of the Casualty Insurance Company was 
Southeastern Underwriters Asso- elected a member of the Associa- 
ciation reached the scene of dis- tion of Casualty and Surety Execu- 
aster, from Atlanta, almost before tives, making a total of sixty- 
debris stopped falling. By nightfall two company members. 


‘atal Falls 

Up to 1918, more people were killed in falls in America than 
from any other source. Since then, motor vehicle fatalities have led. 

Fatal falls are most frequent among persons over 65 years of age. 
About 5 per cent of our population “‘fall” in this group, yet here 
occur more than 64 per cent of all the fatal falls. 

That so many fatalities resulting from falls occur in the home 
should surprise no one. Even the industrial worker spends as much 
or more of his time at home than at the plant. 

Falls in industry also present a most serious problem still and re- 
main industry’s worst headache. Twenty-five per cent of all work- 
men’s compensation payments have been occasioned by falls 
which, in turn, amount to one-fifth of the total number of industrial 
accidents. Edward R. Grant 


Agents Training 


The cry in the last fifteen to twenty years has been growing in- 
creasingly loud for a still higher standard of selling organization. 

The general agent and broker is essentially a multiple line man. 
When he sells a fire policy he shows it in his active file on a blue 
card, but it is a live lead for marine, casualty, liability, fidelity, 
workmen’s compensation and life, provided he can render services 
in those fields. 

Unless he intelligently goes after all the business a client 
has to offer, someone else will come along and write it. 


George WwW. Bl m, fr. 











@ How a Local Agent 
Made Every Penny Pay 





A One-Man Advertising Campaign 





Can Mr. ‘‘ Average Man” in a Small Town Mold 
Favorable Public Opinion As Readily As His 
Brother in the Bigger Metropolis? 





AVERELL 


* THE importance of the middle- 
man in the business picture has 
been stressed by a number of the 
companies in their advertising 
recently. One campaign in partic- 
ular has emphasized the 
munity of interest which exists 


com- 


among all independent business 
men, of whom the local agent or 
broker is most emphatically one. 
I know from my own experience 
and from werk and counsel with 
dozens of smaller businesses and 
business men that the first step in 
successful long range activity for 
an individual consists in organ- 
izing himself exactly as though he 
were a national organization with 
a sales problem. 

Independent business men speak 
a common language. One of the 
weaknesses of the large corpora- 
tion picture is that a great many of 
the executives are lacking in that 
experience and viewpoint which 
comes of being in business for one- 
self. When it is your decision which 
is the final word on any subject, 





BROUGHTON 


the problem assumes a different 
color. That is why the president of 
a large corporation will some- 
times find it easier to talk general 
business problems with the head 
of the neighborhood cigar store 
than he will with the vice-presi- 
dent of a bank, or perhaps of his 
own company. 


SURVEY YOURSELF AND YOUR 
MARKET 

So, recognizing that you, as an 
individual, are a going business 
with a sales advertising and pro- 
motion problem, why not take 
advantage of the experience of 
large advertisers in organizing 
an advertising and promotional 
campaign for yourself? 

The first step in any advertising 
campaign that is conscientiously 
done consists of a careful survey of 
the problem. What have you to 
sell? What are its various uses and 
applications? What is 
mediate market? 
Dictate or write a summary of 


your im- 
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your present opinion of these mat- 
ters. We all know the 
“Consult your agent or broker as 


slogan, 


you would your doctor or lawyer.” 
So take your own medicine. Do 
what your doctor would do, and 
make a careful study of the pa- 


tient; in other words, yourself. 











AVERELL BROUGHTON 


This is the procedure followed 


by an able local agent in a city of 


about 25,000. From. this 


material, he turned to building an 


survey 


inexpensive advertising campaign. 
Naturally, the next step: was the 
survey of possible advertising me- 
diums. And let me say here that 
all advertising mediums are good 
if used intelligently and _ con- 
sistently. For a specific purpose, 
some are better than others, but 





any advertising medium, news- 
paper, billboard, direct- 
mail, will produce results if per- 
sistently and consistently followed. 
In a large national campaign, all 
media are used in a carefully co- 
ordinated plan. For a limited pro- 
gram, it is probable that you will, 
for reasons of time and money, use 


radio, 


just two, or possibly three. 


How Mucu SHouLp You SPEND? 


And at this point you must ask 
yourself; What can I reasonably 
afford to local adver- 
tising? There is no hard and fast 
answer to this. But for a personal 
service business, ten per cent of 
your annual net income 
tainly not out of line. I say net 
because everybody has a net in- 


invest in 


is cer- 


come. Gross premiums may be 
deceptive because commission 
rates vary on different types of 
business, and a man specializing 
in fidelity and surety would have 
a very different figure from a man 
doing principally a casualty busi- 
ness plus fire lines. 

Assume that $500 is your figure. 
That was pretty close to the figure 
of my friend, this local agent in a 
city of 25,000. The town had one 
daily newspaper, and one weekly 
newspaper. The trading area 
around the town was considerable 
and covered a total population of 
75,000 people. The circulation of 
the local daily was 15,000. Adver- 














J 


tising space could be bought for 50 
cents an inch. That meant that an 
advertisement two columns by 
five inches, a total of ten inches, 
could be purchased for $5.00. On 
contract, one advertisement 
week the year round cost $234. In 
' $4.50 a 
and 


per 


about 
name 


other words, for 
week, the 
message could be kept before a 


agent’s 


large portion of his territory. 

There was no advertising 
agency in town, but the companies 
he represented offered advertising 
messages adaptable for use in a 
small town paper. However, he 
preferred to use his own message, 
but in going over the material 
available from his companies, he 
found many useful ideas. He took 
these advertisements to the adver- 
tising manager of the local news- 
have 


local 


newspaper writer who adapted the 


and arranged to 


worked 


paper 
“copy” over by a 


company messages to his own 


business. The man 


helped him with the layout of the 


newspaper 


advertisement, and the advertise- 
ments were “set”? without charge 
by the newspaper. There was no 
other typographical service avail- 
able, and in view of the small 
amount spent, it would not have 
been practicable anyway to have 
had the advertisements laid out by 
a professional layout man, and 


then “set”? by typographers. How- 


ever, the result was readable and 
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workmanlike, and the proofs were 
submitted for comment to a friend 
of his who was advertising man- 
ager for a local manufacturer. 


CALENDAR AND BILLBOARD 
ADVERTISING 

That left about $260 for other 
media. He determined to send in- 
expensive but attractive celluloid 
calendars at the first of the year to 
his entire customer and prospect 
list with a personal letter wishing 
them a happy and 
New Year. The total cost of ap- 
proximately 300 of these came to 


pros] yerous 


about $50 including postage. The 
amount left was sufficient to pay 
for billboard advertising on each 
of three main highways entering 
the city. He took the material he 
had used in his newspaper adver- 
tising, and went to the local sign 
company. Through them he ar- 
ranged for three 
painted in accordance with the 


boards to be 


general design of the newspaper 
advertising, with a brief message, 
his name in large display and in 
attractive color. Through the sign 
company he arranged for locations 
and rentals of the billboards. 
This used up completely his 
possible appropriation for the 
year, but it left him with the feel- 
ing that at the end of the year 
every adult inhabitant of his terri- 
tory would know his name, his 
business, and good arguments for 
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using his services. Direct mail, in Eprror’s Note. — An article to fol- 
many ways the most productive ow in an carly issue will describe in 
medium for agents in a more ‘°™me detail an effective plan and its 
: . operation in the use of direct mail in < 

populous territory, he decided to °P°T® a ee ee eee eee 
Aye F A city of several hundred thousand popu- 

pass up for the time being, relying : , : 
ne ¢ lation in which newspaper space was 

upon the general publicity he was - ; 
igh? , d ; much more expensive, and the oppor- 

ac — y onscrcf . 
achieving, plus his own consistent tunity for personal coverage of the poten- 


and persistent solicitation. tional market naturally more restricted. 


“] COMING FEATURES|e- 


Utah’s Commissioner of Insurance, C. Clarence Neslen, who is 
also President of the National Association of Insurance Commis- 
vic Opportunities of the 








sioners, enumerates and evaluates the Ci 


Agent 


Are Surveys Worthwhile? is a “double feature” by R. G. Hammond 


of Chicago and W. W. Hargert, of Ridgewood, New Jersey 


> 


Four Out of Five Use Glass, says Thomas F-P. Cameron, of Baltimore, 
in outlining the uses and hazards of Structural Glass 


Claims Bureau, by Wayne Merrick, Director of Investigations of the 
Claims Bureau, Association of Casualty and Surety Executives 


Details you will find interesting about The Service and Poltcies of the 


Where Does the Sale Begin? asks C. M. Marshall, San Francisco, and 


suggests an interesting answer 


Do you know How Workmen’s Compensation Rates Are Made? William 
F. Roeber, General Manager of the National Council on Compen- 
sation Insurance, in simple language outlines the facts for every 
agent 


Of interest to those now engaged in, or contemplating entry into, 
the casualty-surety business is an article on Stock Insurance Selling as 
a Career. 


133759B 











@ Insurance Is Now 
a Still Better Buy 





Capital Stock Insurance Sets the Pace 





An Article Made Possible by Agent and Broker, 
Executive and Underwriter 





* HAVE you ever seen the major 
additions to capital stock insur- 
ance, in the Casualty and Surety 
field, of the past few years listed? 
It’s an impressive spectacle and 
an eye-opener to those critics who 
think of insurance as a slow mov- 
ing institution. The truth is that 
capital stock insurance closely fol- 
lows the expansion of modern 
business. The enterprise of the 
agent and broker, the push for 
new premium income, and the 
close cooperation of Home Office 
and underwriter anticipate the 
need in many fields, for example 
aviation, and constantly 
broadening protection in old es- 
tablished Because of 
space limitations, we can only 
tabulate herewith the major ex- 
pansions in coverage of the past 
few years. Check these over. Ask 


are 


industries. 


any informed insurance buyer if 
he had realized such progress had 
been made — and watch his face 
as he goes over the list. 

AUTOMOBILE. Private passenger 
car rating plans. Drive-other- 
cars coverage for private pas- 
senger car policy. Medical re- 


imbursement coverage. Fleet re- 
duction factor made applicable to 
trailers on fleet risks. Occasional 
use of commercial cars for per- 
sonal pleasure or family use cov- 
ered. Reduction in number of 
employees to qualify for non- 
ownership coverage special rating. 


BorLerR AND Macuinery. Reduced 
rates for one-year policies and 
three-year instalment policies. 


Bonp1nG. Broadened coverage and 
reduced rates on dishonesty forms. 


BurGLary. $500 residence policy. 
Broadened robbery coverage. 
Open stock burglary for three- 
year period. All-risk security poli- 
cies covering securities deposited 
with public officials and banks. 
Additional — storekeepers’ _ bur- 
glary and robbery insurance at 
half initial rate. Theft insurance 
outside the premises under resi- 
dence policy. Reduced rates for 
residence policy in larger amounts 
and leveling of rates. New destruc- 
tion policy, providing coverage 
against destruction of money or 
securities. Accounts receivable pol- 
icy, providing coverage against 
destruction of or damage to rec- 
ords of accounts receivable. Inex- 
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pensive, broad coverage for tain classes of risks countrywide. 
surgeons’, physicians’ and den- General reductions in property 
tists’ instruments and apparatus. damage liability rates country- 
wide. Reduced liability rates for 
various federal governmental or- 
ganizations. Broadened coverages 
for golfers’, sports and personal 
liability and for residences, estates 
and farms, with no increase in 
rate. 


LIABILITY AND CoMPENSATION. Re- 
duced workmen’s compensation 
rates in many states. Retrospective 
rating for workmen’s compensa- 
tion risks. Reduced charges for 
public liability excess limits cover- 
age. Reduced public liability 
rates in several states and for cer- PLATE GLass. Broadened coverage. 


ie 


Fax and Figures 


SURPRISE. A certain Florida man vows he will never steal again as 
long as he lives. He “appropriated” two suit-cases from a parked 
automobile. When he opened them, he found they were filled with 
live rattlesnakes which the owner was taking to a zoo. . . . Some- 
thing tells us that here is one thief who will lead an honest life from 
now on! 


FUTURE. The fastest growing crime in the United States is forgery. 


PERMISSION NOT GRANTED. Embezzlers will filch some $200,000,000 
from their employers this year. 


‘*RECKLESS DRIVER APPROACHING.” Should reckless drivers have their 
cars plainly so marked? Yes, say Philadelphia women: according 
to a survey, nine-tenths of the ladies went so far as to say that such 
drivers should be banned from the road altogether. And more 
than half felt the minimum age for a driver’s license should be 
eighteen. 


BANKS AS INSURANCE CUSTOMERS. United States banks, according 
to one published estimate, manage and maintain 435,000 property 
units, of which they hold title to 192,000 units, contrel 148,000 
under assignments and manage 95,000 in trust. 








PERSONALITIES 








J. M. Harnes is President of the Asso- 
ciation of Casualty and Surety Execu- 
tives; General Attorney of the Phoer 
Assurance, Union Marine and Ger 
eral Insurance (of England); United 


States Manager of the London Guar- 





antee and Accident; Chairman of the 
Board and President of the Phoenix 
Indemnity, New York. He is Chair- 
man of the Board, Columbia Insur- 


ance of New Jersey; Imperial Assur- 


ance of New York; and United Fire- 
men’s Insurance of Philadelphia. 
Graduated from Wabash College, 
Indiana, he entered insurance in 
1907. (The Journal Makes Its Bo: 
page /.) 

Mervin L. Lane, head of The Lane 
Agency, New York City, has been 
in the insurance business for more 
than 26 years. He is also widely 


known as a man of letters. Mr. Lane 
is the author of ‘‘Selling the Inter- 
published by Rough Notes, 
Indianapolis, and of many articles in 
the insurance press. (Collect 


To Hold the Customer, page 19.) 


° = 
view, 


n-eering 
oils 


C. W. Farrcuitp is the General 
Manager of the Association of Casu- 
alty Executives. Twenty- 
two insurance experience 
included outstanding posts 
of Insurance for 


and Surety 


years’ has 


such as 


Commissioner the 


State of Colorado, and the Presidency 
of the National Association of Insur- 
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ance Commissioners. (The Association 
of Casualty and Surety Executives, page 


32.) 


SPENCER WELTON is Vice President of 
the Massachusetts Bonding and In- 
surance, Boston. Former newspaper- 
man. Member Lotus Club, New York. 
Resigned Vice President of the 
Fidelity and Deposit of Maryland in 
1926 to head the New York Indem- 
nity. Elected to present position in 
1930. (Production in 1940, page 29.) 


as 


W. T. Harper is Vice President and 
Agency Director of the Maryland 
Casualty, Baltimore. Baltimore City 
College, Johns Hopkins University, 
and the University of Maryland 
Member, Casualty and Surety Club 
of Baltimore, Merchants Club, Balti- 
more Country Club and Association of 
Commerce. (Selling the 20,000,000, 
page 34.) 


3ARENT TEN Eyck is General Solici- 
tor of the Association’s Claims Bureau. 
Princeton University and Columbia 
Law. Positions held: Assistant United 
States Attorney, Southern District of 
New York; Assistant Corporation 
Counsel, New York City; a Chief As- 
sistant to Thomas E. Dewey in New 
York County investigation of organ- 
ized crime; Assistant District Attor- 
ney, New York County, in charge of 
Fraud Bureau; Member of Admissions 
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Committee, Association of the Bar of 
the City of New York; and Discipline 
Committee, New York County Law- 
yers Association. (The Claims Bureau, 
page 75.) 


W. H. Bennem is Manager of the 
Fidelity Department of the Ameri- 
can Surety, New York, with which he 
has been associated for more than 
thirty years. Since 1929, he has super- 
vised all fidelity, bankers’ blanket 
and forgery bonds and accountants’ 
liability policies for the American 
Surety and New York Casualty. (Un- 
touched Fidelity Possibilities, page 11.) 


Juuren H. Harvey is Managing Di- 
rector of the National Conservation 
Bureau of this Association. The first 
president of the Kansas City Safety 
Council, he subsequently conducted a 
six-months’ community safety plan in 
Rochester. After joining the National 
Safety Council, directing local safety 
council work, he organized the Greater 
New York Safety Council and became 
its first executive vice president. (Safety 
on a Scientific Basis, page 22.) 


Louris H. Pink is Superintendent of 
Insurance, State of New York. Joined 
the Insurance Department in 1932. 
General Counsel, Bureau of Liquida- 
tions, Conservations and Rehabilita- 
tions. Later, assumed administrative 
charge of that Bureau, until he be- 
came director of the Title and Mort- 
gage Rehabilitation Bureau, a post 
he held until he was appointed to his 
present position in 1935. (Increasing 
Social Importance of Casualty and Surety 
Coverage, page 3.) 


Ray Murphy is Assistant Manager of 
the Association of Casualty and Surety 
Executives, where, in addition to 
many executive and administrative 
responsibilities, he is head of the 


Public and Agency Relations Depart- 
ment. University of Iowa. Admitted 
to the bar, Iowa and Oregon. Former 
Insurance Commissioner of Iowa and 
past National Commander, American 
Legion. (Demonstrating the Value of 
Stock Company Insurance, page 7.) 


Cot. RAtpu F. Proctor is Manager 
of the Fidelity and Surety Depart- 
ment of the Association of Casualty 
and Surety Executives. Cornell. Past 
President of Baltimore Chapter, Ameri- 
can Society of Civil Engineers. For- 
merly of Williams, Proctor and Potter, 
New York, civil and sanitary engi- 
neers; Construction Quartermaster, 
Camp Meade, U. S. A. Later, Vice 
President, Maryland Casualty, Balti- 
more. (War and the Construction In- 
dustry, page 39.) 


AVERELL BROUGHTON is an adver- 
tising and public relations counsel of 
New York City who, for many years, 
has specialized in public relations 
problems of the insurance industry. 
He also cooperated very largely in the 
initial plans for this magazine. Co- 
lumbia. War service overseas. Writer 
and speaker. (A One-Man Advertising 
Campaign, page 56.) 


J. Dewey Dorsett is Manager of the 
Casualty Department of the Associa- 
tion of Casualty and Surety Execu- 
tives. University of North Carolina. 
Following legal, banking and manu- 
facturing experience, he later became 
Chairman of the North Carolina 
Industrial Commission. He is a former 
member of the United States Depart- 
ment of Labor Silicosis Committee, 
and a member, and former President, 
of the International Association of 
Industrial Accident Boards and Com- 
missions. (The Washington State Fund, 
page 47.) 





INVITATION TO PRODUCERS 


Now that you have seen the inaugural issue of THE CASUALTY AND 
SurRETY JOURNAL, we hope you have a clearer picture of the aims 
and objectives of this publication in helping you to sell better, and 
sell more. 

Subsequent issues will emphasize these aims, and will continue 
the editorial policy laid down in this issue, except that in the future 
a larger proportion of articles may be written by agents and brokers. 
And that is where you can help. We’d like you to tell us about 


“My Most Interesting Interview” 


We can’t offer you emolument in the form of the coin of the 
realm. Your only reward will be the knowledge that you have done 
something helpful for the good of the industry as a whole. But we are 


counting on you, and feel that you yourself will cooperate as others 


already have, and will in the future. 


Don’t, please, use “modesty” as an excuse — Doing something 
helpful for others needs no justification beyond itself. And don’t say 


you can’t write. That’s not necessary. All we want from you are the 


facts; we'll work up your material in so-called journalistic style. 


Simply write us a brief, chatty letter with the high-spots — we'll do 


the rest. 

In telling us about your most interesting interview, tell us what 
made it interesting, what objections were raised, what arguments 
you advanced, and the results. 

Can we count on you? Address your letter to THE CAsuALTY AND 
SuRETY JOURNAL, 60 John Street, New York City. 


Thank You 
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